



Ss=S33 FA | 


— = 
we Sure liion 


PBRIGDILAL KvOm 
GENERAL LOKARY 


APR 23 1949 


ssa ee THE 


CONOMIST 


ESTABLISHED 


1843 





Vol. CXLII No. 5144 





The Production Staff - - 413 
Balkan Base - - - - 414 
The Merchant Marine- - 416 


NOTES OF THE WEEK - - - - 419 
Threat to Calcutta?; The Daily Mirror; Taking the 
Offensive; Mr Casey; The Will to Death; Agricul- 
tural Priorities; Co-operation in Farming; Collective 
Responsibility; Turkey Under Pressure; The Civilian 
in Invasion; Army Airmen; Part-time Workers: 
Ruling on Hoarding; Back to Capitulations; Adver- 
tising in Wartime; Shorter Notes. 


AMERICAN SURVEY - - = - — - 424 
Industrial Mobilisation; The Tides of Special 
Interests; Partnership in Production; Financing 
Plant Expansion; Selective Service; Industrial 
Hoards; Toledo, Peoria and Western; Copper 
Requirements and Supplies; Information and 
Censorship ; Shorter Notes. 


THE WORLD OVERSEAS - - - 428 
The Riom Trials; Singapore and Canada; Dis- 
content in Roumania; Land of Electricity? ; 


German Europe. 


BOOKS AND PUBLICATIONS 431 


MARCH 28, 1942 A NEWSPAPER 


REGISTERED AS 


ONE SHILLING 





The Controllers - - - 


417 
The Riom Trials - - - 428 
Oil Company Shares’ -  - 433 

HINANCE AND BANKING - -_— - 434 


Warships Week Imperturbability; 
Silver and Rupee Exchange; Bank of England 
Profits ; Far East Bank Dividends ; British Insurance 
Looks Ahead ; Motor Insurance Refunds ; US Film 
Companies’ Sterling. 


INVESTMENT. - - - - - - 436 


Warships and the Market; 
Tobacco Scare; Cammell Laird and Baldwins; 
Hadfields’ Profits ; Electric Power Results ; Courage 
Accounts; British Ropes; British Aluminium ; 
Associated Electrical Industries. 


INDUSTRY AND TRADE : - - 440 


Concentration of Industry; Unemployment in 
February; Cars and Bicycles; Cotton Exports; Lead 
Supplies; Liverpool Steam Ship Owners; Ship 
Repairs; Release of Coal Miners. 


COMPANY MEETINGS” - . “ 
RECORDS AND STATISTICS © - - 


The Bank Return: 


Informative Accounts; 


- 442 
- 448 





The 


HE speech in which Mr Oliver Lyttelton informed 
the House of Commons, on Tuesday, of his plans 
was both clear and encouraging. It is obvious that the 
Minister of Production has an exact notion of what is to 
be accomplished and that, in the very few days that he 
has been in the country but out of his sick bed, he has 
been moving fast and decisively in setting up the neces- 
sary machinery. Mr Lyttelton’s character and courage are 
such that the House and the public can feel confidence 
in the new approach that he represents. 
The first few paragraphs of the speech were devoted to 
a discussion of the powers that have been attached to the 
new office. Mr Lyttelton is satisfied with them. 

The reason why I think that the powers which have 
been conferred upon me are adequate to the task is 
because they involve actual control of the three ingredients 
of war production. These three ingredients are raw 
materials, machine-tools and, in co-operation with the 
Ministry of Labour and National Service, the labour to 
use the tools and work up the raw materials... . I would, 
with great earnestness, ask the House to believe that these 
afrangements are not the result of a compromise, and I 
believe that they are far more practicable and definite 
than any arrangements which might look tidier on paper 

The Minister dealt with the specific points on which 
doubts were expressed in these columns last week. As 
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for the division between himself and the Ministry of 
Supply of the Raw Materials Department and_ the 
Machine Tool Control, he explained this by his desire 
to avoid undertaking administrative responsibility and 
financial accountability for any actual production. He 
remained, however, responsible “for what goes in at one 
end and. . . for allocating what comes out at the other 
end.” The special powers of the Admiralty are to extend 
only to the allocation of shipyard capacity, and Mr 
Lyttelton’s responsibility for allocating materials, machine 
tools, labour and general engineering capacity will cover 
the Admiralty’s programmes as well as all others. So 
explained, the arrangements certainly sound more reason- 
able than they did in the Prime Méinister’s formal 
announcement. It will still remain to be seen whether the 
responsibility for policy can be effectively divorced from 
the responsibility for its execution. But the public will 
gladly give Mr Lyttelton’s explanation the benefit of the 
doubt. 


On the highest plane, Mr Lyttelton has three tasks 
to accomplish. One is to make the domestic production 
programme of this country both balanced and efficient. 
The second is to integrate it with the programmes and 
the needs of the other United Nations, particularly with 
that of America. The third (and perhaps the most badly 
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needed) is to ensure “a complete fusion between military 
plans and thought and production plans and thought,” 
not only in the realm of strategy, but also in the realm of 
battle tactics. 

To accomplish this last purpose, there is to be a body 
which the Minister referred to as a “ General Staff of Wa 
Production,” but whose formal title is apparently to be the 
Joint War Production Staff. This body is designed to be 
an exact parallel to the Chiefs of Staff Committee on the 
military side. It will consist, in addition to the Minister 
of Production, of his Chief Adviser on Programmes and 
Planning, Sir Walter Layton, of the three Assistant Chiefs 
of Staff of the fighting seryices, and of the highest 
technical officers of the three Production Ministries. The 
new Staff .(again in parallel with the military organi- 
sation) will be served by a Joint War Production Planning 
Group, whose members, though they will be drawn from 
the same sources as the Staff, will work together in a 
single office. The Minister explained that this plan had 
been suggested to him on his arrival by Sir Walter Layton, 
and that it “accorded in almost every aspect with the 
broad conclusions which I myself had reached.” The 
Economist takes no small pride in finding its former editor 
in charge of arrangements which it has itself frequently 
advocated. 

The arrangements for integration of British with 
American production are stilt somewhat indefinite. The 
structure of Combined Boards arranged by the Prime 
Minister in Washington at Christmas time had one 
obvious gap. There are boards to correlate strategy, to 
control raw materials and to assign to the different com- 
batants the weapons that they jointly produce—but there 
are as yet no formal arrangements to co-ordinate the pro- 
duction of these weapons. This gap, it now appears, is 
to be filled. The changes that have been made, both in 
Washington and in London, in the past three months 
make the necessary arrangements much simpler. What is. 
in effect, needed is a representative of Mr Lyttelton to 
sit with Mr Nelson in Washington and a representative 
of Mr Nelson to sit with Mr Lyttelton in London. It is 
apparently not intended that Lord Beaverbrook shal! 
remain in America very long and “ it is intended to send 
someone, perhaps of Ministerial rank. to preside over the 
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HETHER Hitler’s spring offensive falls to the 

north or the south of the Black Sea—or both— 
the lands which lie between the frontiers of Austria and 
the Dardanelles will be the main base for the attack. 
Disorder, breakdown, opposition here would hamper 
military operations seriously. There are few areas in 
Europe where it is more essential that the “new order ” 
should work. 

It is not only a matter of easy communications and an 
undisturbed base line, South Eastern Europe is to make 
its contribution in manpower and in materials. A quota 
of a million men has been allotted to Hungary, 300,000 
to Roumania, smaller groups of “volunteers” to the 
Slovaks and the Croats. No publicity has been given to 
Bulgaria’s quota, but unofficial reports put it in the 
neighbourhood of 200,000. Apart from Roumanian oil 
and a few metals from Jugoslavia and Hungary, food- 
stuffs are the materials in chief demand. The Germans 
are trying to increase the output of wheat and maize 
throughout South Eastern Europe. In Hungary, the intro- 
duction of more mechanised methods in agriculture is to 
double the yield. In Jugoslavia, the papers are full of 
appeals to farmers to increase the acreage under grain. 
The peoples of Roumania and Bulgaria, formerly self- 
sufficient, have bread cards, yet are still being urged to 
meet the insatiable requisitioning by more production. 

These are no small demands to make on conquered 
countries, and as they stand on their Balkan base, the 
Germans cannot but feel how thin is the crust and how 
violent the disturbances that surge below. In each country 
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various British bodies and to concert with our 

Allies all the measures necessary.” It is very much to fy 
hoped that the man chosen for this most important 
will not only have the technical qualifications but will als) 
be the type of man who is appreciated in America. Gene. 
ally speaking, the qualities that make for success in British 
party politics do not make foi easy co-operation with 
Americans. 

Apart from these problems of integration and liaisop 
whether with the fighting services in this country, or with 
the United Nations, Mr Lyttelton has the internal task of 
giving cohesion and leadership to the domestic production 
programme. For this, his staff is to be divided into foy, 
main Divisions. One is to be the Programmes and Plgp. 
ning Division under Sir Walter Layton ; its functions ar 
adequately conveyed by its title. Another is the Production 
Division, which will deal with all matters, commozi to the 
three Production Ministries, which concern the actu! 
production of arms, as distinct from the construction of 
programmes and the placing of orders. A third Division 
will deal with Raw Material matters, including gener 
policy, imports and allocations. The Regional Division 
is to be the fourth. It is proposed to expand the existi 
capacity clearing centres and to organise all small firm; 
(of which there are 26,000) in groups attached to local 
organisations which “ would have as their main function 
that of exercising a general supervision of the allocation 
of orders to firms so as to avoid overloading, wastage of 
capacity and things of that sort.” 

This is the administrative machinery which, after 
several false starts and hesitations, has at last been 
set up. As Mr Lyttelton himself said, administrative 
measures cannot cause immediate improvement. The 
next task, after many weeks spent on machinery, is to 
use it to tackle the problems. Many of these were implied 
in the Minister’s speech or drawn to his attention in 
subsequent speeches. Perhaps the most important of 
them all, as was suggested in The Economist last week, 
is to devise means of making the most economical use 
of the management skill of the country. This is an even 
scarcer ingredient of production than the three that Mr 
Lyttelton already controls, and one of his first tasks 
should be to subject it also to close allocation. 
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they have to face the passive and sometimes active oppos- 
tion of the peoples. If they could have stopped short at 
unobtrusive occupation, all might have been well. The 
anti-German feeling is weakest in Hungary, whose troops 
have on the whole seen little fighting in Russia, and whos: 
Government was able to bargain for a more or less com- 
plete control in internal affairs at the cost of complete 
submission to Germany in the foreign field. But the 
Germans cannot stop short at a heavily camouflaged 
investment of these territories. For one thing, they have 
fierce physical opposition to put down. This is strongest, 
naturally, in Jugoslavia, which alone of the states north 
of Greece fought to keep the Germans out. General 
Neditch, the Serb puppet ruler, has just issued an appeal 
for peace on the grounds that, after the war in the spring 
of 1941 and Mihailovitch’s campaign in the autumn of the 
same year, the Germans will exact a terrible, indeed an 
annihilating, punishment on the Serbs if they revolt again. 
The timing of this warning is significant: In a few weeks. 
the snow—with its betrayal of tracks and footmarks—will 
have gone. The cold which made life in the open barely 
possible has gone already. The Serbs are taking to the 
forests and the mountains. The guerilla war is about 
begin again. 

Even where the Germans entered “ by invitation,” and 
the people watched the process with passivity, or indiffer- 
ence, a year of the “ new order” has altered the general 
attitude. The losses on the Russian front—Roumamlas 
casualties are over 200,000—were enough to embitter 
people. Economic disaster has increased the discontent. 
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Gone are the days when Germany was the great stable 

and the biggest single factor in peasant security. 
It is no longer the market but the open gullet. Into that 
hungry maw, the surpluses and the necessities of South 
Bastern Europe have largely disappeared. While all the 
countries have meatless days and bread cards, the grain 
and the livestock roll off up the Danube, and in return 
comes—virtually nothing. Germany’s debt to Roumania is 
something like 40 thousand million lei: Some estimates 
wt the debt to Bulgaria as high as the total national 
budget for one year. 

However, except in Serbia, popular discontent is not 
a serious military problem. The Germans can rely on their 
own soldiers and Gestapo officials. For the policing of the 
people, they can also count without exception on the 
support of the governments. In other spheres, however, 
the quisling or puppet rulers are giving trouble. Their 
front with Germany against Russia, against Britain or 
against their own people, may be united, but it is any- 
thing but united between themselves. One Vienna Award 
does not wipe out the political enmity of centuries. 
Underneath the facade of Tri-partite Pact and Axis colla- 
boration, the old splits have reappeared. The most serious 
cleavage is the question of Transylvania. The tension 
between Hungary and Roumania has not for one moment 
subsided since October, 1940. The loss of Transylvania, 
the heavy casualties suffered by the Roumanian army 
fighting on the Russian front, Hitler’s new demands on 
Roumania, the obvious fact that Hungary had suffered 
far less in Russia and was doing far less for the next 
campaign have combined to provoke the Roumanians 
into a very excitable state. What may be the last straw 
was the recent report—passed on by the Bulgarians and 
probably correct—that Hungary had proposed to Bulgaria 
a new partition of Roumania. This led to a bitter outburst 
from Michael Antonescu, the Roumanian Foreign 
Minister, and a threatening reminder that Roumania had 
not abandoned its claim on Transylvania. 

There are also points of friction between Hungary and 
Italy. As a bait to secure greater collaboration the 
Germans are offering the Magyars a position of 
predominance in the Northern Balkans. There has been 
talk of the “return” of the Banat and of the creation of 
a free port at Fiume. But this is direct trespassing upon 
Italy’s preserve, Croatia. The Italians have countered 
Germany’s support of Hungary by, stirring up further 
trouble among the Croats, using the disturbances to send 
in more troops and then pointing to the need for police 
work in the Balkans as a reason for cutting down the 
consignments of Italian manpower to the Russian front. 
And Hungary is not the only power at loggerheads with 
Italy. A fine dispute is brewing between Italy and 
Bulgaria over control of Salonika. The Bulgarians, not 
content with Macedonia, Morava and Thrace, wish to 
round off their conquests with one of the chief ports of 
the Aegean. The Italians claim it as part of their “ pro- 
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tectorate”’ over Greece—possibly with an eye oO its 
inclusion later in a “ Greater Aibania.” Finally King Boris 
of Bulgaria, playing every card he can to keep his country 
from fighting Russia—a move which might drive his 
pro-Slav people to open revolt—has gone to Hitler to 
plead that Turkey’s attentions are so aggressive that the 
Bulgarian army must be left in Thrace. 

‘Lhe German military straitwaistcoat is firm enough 
to contain all these lunatics. It is doubtful whether even 
the Hungarian-Roumanian tension will resolve itself into 
fighting, so long as German troops and German Gestapo 
provide a framework of “ order.” Politically, the Balkan 
base is rickety but still secure. Economically, its plight 
is less certain. After a year of the new order, standards 
are everywhere in headlong deterioration. Because of 
Germany’s requisitioning and inability to send in goods 
in exchange, nearly everything is in short supply. In 
Bulgaria prices have risen between 100 and 300 per cent. 
The coming spring and summer will aggravate the 
economic problem. It is not possible to drain away millions 
of men from the Balkans, where mechanisation of agri- 
culture is at a very primitive stage, and expect at the 
same time to double and treble the yield of the harvests. 
This year’s output must be lower if Hitler gets his quota 
of men ; and it does not look at present as though any of 
the governments will refuse. Yet if standards are lowered 
still further in the Balkans, the appalling tragedy of 
Greece may be repeated. There is typhus in Croatia, in 
Roumania, and Hungary. It is not far from there to the 
German frontiers. 

The situation in the Balkan base is deteriorating, of 
that there can be no doubt. It has not yet deteriorated far 
enough to be anything more than an inconvenience when 
the spring offensive is launched. Its really dangerous 
implications are for the future. At the first sign of a 
definite military breakdown in Germany, the only element 
of cohesion in the Balkan situation will vanish. The region 
will fall apart into an anarchy of national and civil war, 
with an inevitable accompaniment of famine, plunder and 
disease. Possibly the Germans still feel sufficiently con- 
fident of victory to scout this possibility. But is it certain 
that victory will exorcise the spectre of anarchy and 
collapse? Even if the Germans win a campaign in Russia, 
they will be more exhausted, their stocks will be lower, 
more of their subject peoples and their labour force will 
have been lost in the holocaust. On what reserves will 
they draw to shore up the shaking Balkan structure? Can 
the peoples of South Eastern Europe—or indeed of 
Europe generally—bear much longer the hideous load 
their masters have laid upon them? The end may come 
not by riot and revolt, but by a crumbling away of the 
social order in disease and famine and exhaustion. If the 
fields are not tilled and the wheels no longer. turn, even the 
proudest conqueror cannot march. The ground beneath 
the Germans’ feet is not so much mined as hollow. Under 
the weight of yet another campaign, will the crust hold? 
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The Merchant Marine 


AST week, Mr A. P. Herbert succeeded in raising, 

on the adjournment, the delayed controversy over 
conditions in the merchant marine. The debate, which 
was by no means a full-dress affair, arose out of the dis- 
cussion aroused by the tabling of motions, some six 
months ago, by Lord Marchwood in the Lords and by 
Mr Herbert in the Commons, suggesting the setting up 
of a Royal Commission to enquire into the affairs and 
future of the merchant navy. Merchant seamen are 
among the sections of the community which find the 
value of their services to the nation quite exceptionally 
increased by war-time conditions. While in peace they 
performed useful work, they now perform a service vital 
to the prosecution of the war and as dangerous as any 
carried out by the fighting services. Yet there is no 
guarantee that after the war recent improvements in sea- 
faring conditions can be maintained or even that con- 
tinuous employment can be provided. To-day, when the 
importance of the merchant navy is plain to all, there 
is aN Opportunity to examine the conditions which 
govern its future with some possibility that due con- 
sideration will be attached to its claims. 

The most remarkable features of the Commons debate 
were unanimity on the aim and lack of appreciation of 
the conditions under which it could be realised. There 
are, of course, two main issues: what can be done to 
improve conditions while the war is on?; and what can 
be done to build up and maintain a large and efficient 
merchant navy after the war? The first is a question of 
practical possibilities ; the second of high policy. 

So far as immediate improvements are concerned, the 
limiting factor is, of course, the necessity of preventing 
humanitarian considerations from impeding the war. Mr 
Noel Baker, replying for the Government in his new 
réle as Joint Parliamentary Secretary to the Ministry of 
War Transport, pointed out with justice that all sea- 
worthy ships must be sent to sea, irrespective of the 
living quarters which they provide for officers or men. 
This is unavoidable. Moreover, with the awakening of 
public interest in the merchant navy, several important 
reforms have already been introduced during the war. Most 
important of all, the seaman is now assured of continuous 
employment. There has been an increase in the basic 
rates of pay for all ranks ; compensation is provided for 
loss of kit, whether through marine or war risk ; pen- 
sions are given to the dependants of men killed as the 
result of a war risk; and four free travel warrants a 
year are allowed, as for the fighting services. 

There is a good case for rejecting a plea for the 
immediate setting up of a Royal Commission purely on 
grounds of expediency, although there appears to be 
evidence that the notion is acceptable to considerable 
numbers of actual seamen. The machinery which 
already exists in the form of the National Maritime 
Board (on which ship owners, officers and crews are 
represented), the Officers’ Association and the Seamen’s 
Union, has in the past proved capable of working with 
the Government for the betterment of conditions. Recent 
correspondence suggests that the limited nature of the 
results which they have obtained has prevented them 
from obtaining the full confidence of the seagoing com- 
munity. But the inevitable delays associated with the 
work of a Royal Commission, and the fact that day-to- 
day improvements would be prejudiced until its find- 
ings were known, could not fail to impede immediate 
progress. Mr Shinwell summed up the complaints of the 
moment as relating to “food scales; crews’ quarters ; 
the training of seamen; manning on deck and below : 
the long hours during which men in the catering depart- 
ment labour ; and matters of that sort.” There was no 
disagreement that the Government and the shipowners 
must go to the limits of possibility in removing grounds 
for complaint on these issues and there is no doubt that 


progress can best be made by pressure of public opinion 
—which the debate has helped to arouse—on the parties 
immediately concerned. 

But the larger issue is infinitely more important ang 
more complicated. Heroism, and its recognition to-day, 
provide no guarantee that improvements in conditions 
won during the war can even be maintained, much les 
advanced, when .peace is gained. There is no general 
realisation that improved conditions depend essentially on 
the post-war prosperity of British shipping, which itself 
depends on the resurrection of international trade and 
on the share of it which is carried under the red ensign. 
Yet, even this almost self-evident proposition conceals 
many problems of great importance. The first is that 
the improvement of seafaring conditions ; the construction 
of ships with better quarters ; the maintenance of continv. 
ous employment ; and the provision of a uniform system 
of entrance, training, advancement and pension rights 
would substantially raise the costs of British shipping and 
worsen its competitive position in comparison with the 
merchant navies of other nations. If more ideal condj- 
tions are imposed on the industry in the interest of the 
merchant seaman, the merchant marine will either be 
smaller than if its costs were unregulated, or its cost to the 
nation in the form of subsidies will be raised. If condi- 
tions of entry, employment and retirement of merchant 
crews are regulated by the state and a substantial portion 
of the cost is borne by the Government, it is by no means 
clear whether such assistance can, or should, be divorced 
from more or less complete state control of the shipping 
industry as a whole. It is clearly inipossible to discuss 
seafaring conditions in the post-war world in isolation 
either from the question of international trade or from 
the more circumscribed question of the future of the 
shipping industry. 

There is indeed a good case for concluding that the 
cost of maintaining a large merchant marine with steadily 
improving conditions for all its crews should be borne 
by the State. The shipping industry, as is abundantly clear 
to-day, is not merely a commercial asset ; it is vital to the 
safety of the nation. The essential difficulty arises from 
the fact that the merchant navy combines some of the 
features of a commercial venture, a public utility and a 
fighting service. If its size and character are left to be 
determined by purely competitive forces, there is good 
reason to suppose that its working conditions will be far 
from ideal. If working conditions are regulated to an extent 
which public recognition of the value of the services of 
the merchant seaman requires, the merchant navy may well 
be too small for national safety. The issue must be faced 
that the achievement of both aims may well require the 
shipping industry to be subject to a far greater degree 
of public control, and supported to a far greater exten! 
by public money, than is generally contemplated to-day. 
The utmost restoration of international trade is of basic 
importance, but this would not in itself secure af 
adequate share for the British merchant navy. 

There is a further complication which was_hardly 
hinted at in the Commons. The widespread ambition 0 
foster a powerful merchant navy is scarcely compatible 
with high farming in Britain. Both are advocated 00 
security grounds, but it is not generally realised that they 
are, in the last resort, alternative solutions. The cham- 
pions of security through maximum production of food at 
home imply a minimisation of food imports and conse 
quently of the total trade which Great Britain can do 
with the Dominions and the world at large. The cham 
pions of security through the maintenance of an ability to 
import, and to keep the sea lanes open even in the thi 
of war, postulate a strong navy, a strong air force, a strong 
mercantile marine and international trade at the maxr 
mum. It is obvious that food production at home caf 
never provide a complete answer to enemy blockade and 
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that security demands that, where the two solutions com- 

preference must be given to merchant shipping. It 

is not possible to promise the moon both to the farmer 
and to the merchant seaman. 

The future of the merchant marine, and the problems 

which it raises, must form an integral part of any recon- 

struction programme. If the case in the short run against 
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reference to a Royal Commission rests on the necessity 
for speed, in the long run it rests on the virtual impossi- 
bility of considering the question of the merchant navy 
in isolation. This is no argument for postponement of 
the issue ; it is a plea that it should be considered in its 
ae both by the parties concerned and by the general 
public. 


The Controllers 


HE table on the next page lists the names and the 

previous business affiliations of the persons who are 
generically referred to as by the Controllers.” In actuality, 
the description is not universally applicable, nor does it 
mean exactly the same thing in its various applications. In 
the Ministry of Food, for example, the persons listed are 
the active heads of the sections of the Ministry ; their 
status is, in effect, that of civil servants. The Controller of 
Light Metals is much more directly subject to his depart- 
mental superior in the Ministry of Aircraft Production 
than any of the Ministry of Supply controllers are to 
their bureaucratic counterparts. The Controller in the full 
sense is, in fact, a phenomenon almost confined to the 
Raw Materials Department of the Ministry of Supply. 
The Controller deals directly with the trade he controls. 
He derives his legal powers from the Minister, who alone 
can issue orders and regulations. But the administrative 
jurisdiction of the Controller is considerable, and his 
position is one of substantial power within his trade. In 
very many cases—perhaps most—the administrative 
expenses of the control are either levied from the trade 
or defrayed by the trade association. 

A glance down the list will show that the consistent 
policy has been followed of appointing as Controller a 
prominent personality from the trade to be controlled. 
There are, it is true, exceptions to this rule. The four 
names given under the Ministry of Works and Buildings, 
for example, are of independent men. This was not always 
$0 ; until a few weeks ago the Cement Controller was Lord 
Wolmer (now, as Lord Selborne, translated to the 
Ministry of Economic Warfare), who had been chairman 
of the Cement Makers’ Federation. Two of these 
four Directors have been appointed since Lord Portal’s 
advent to the Ministry, and it is perhaps not fanciful 
to suggest that the choice of independent persons 
has something to do with Lord Portal’s experience at the 
Raw Materials Department, where the opposite policy has 
been so deliberately pursued. 

With a very few exceptions, the policy is consistent— 
though no other controls are in the position of the Steel 
Control, where the Controller is the chairman of 
Baldwin’s ; his superior, the Parliamentary Secretary, is a 
partner in the firm of chartered accountants which for 
many years has managed most of the price-fixing associa- 
tions in the trade ; and the Minister himself was, in peace- 
time, the chairman of the Iron and Steel Federation. 
Another remarkable case is the Petroleum Board, a body 
Which, when it was incorporated in the apparatus of 
control, was wholly self-appointed. Other cases are not 
80 spectacular as these, but in their different ways they 
tell the same story. The deliberate theory underlying the 
whole structure has been that industries should control 
themselves. Other instances of the same tendency of 
thought could be quoted from many parts of the economic 
legislation and administration of the past decade. For 
example, the Mines Department, when it had decided, as 
part of its organisation for the wartime control of coal 
Production, to appoint a Coal Supplies Officer for each 
of the 17 mining districts, approached the trade 
association of each district with the offer to appoint the 
asociation’s nominee, if it would pay his salary. 

The system of self-control has certain advantages from 
the Government’s point of view. It certainly makes for 
the quiet life, since there will be few objections except 
om persistent weekly journals and perhaps, occasion- 
ally, from a minority in each trade which values 
independence above the fruits of “co-ordination.” The 


system is also undoubtedly useful in setting up a complex 
machinery of control in a hurry, as at the outbreak of war, 
since delay in finding suitable controllers and acquainting 
them with the facts of their industries is avoided. Indeed, 
the usual official defence of the system alleges that the 
appointment of “ indigenous ” controllers (as they may be 
called) is necessary in order that the control may operate 
with skill and experience. But, if this is so, then a fortiori 
nobody but a financier should ever be appointed Chan- 
cellor of the Exchequer, nobody but a soldier to the War 
Office, nobody but a farmer to the Ministry of Agri- 
culture. There is no reason why a controller, like a 
Minister, should not have a skilled and expert staff. The 
contention of those who criticise the official policy is that 
the man who takes the responsibility for making decisions 
should be independent. 

For this contention there are three main reasons. The 
first and by far the least important is what may be called 
the moral argument. A controller is in a position of very 
considerable power to influence, not only the relations 
between his trade and the consumers of its products, but 
also the relative position of different firms in the trade and 
of different consumers. Even with the closest supervision 
by the Ministry that is responsible for him, he could use 
his power in his own interest. Of actual dishonesty—that 
is, the lining of private pockets—it should be said at once 
that there has been no trace. On the contrary, the con- 
trollers are men of the highest probity, who are deter- 
mined to do their duty with scrupulous care. Of a certain 
—doubtless subconscious—tilting of the scales there is 
rather more evidence. There are few producers who do 
not, in greater or less degree, believe that they get rather 
less than their full deserts in a free market. In many trades 
there is a dissident minority which the majority believes 
to be disturbers of the commercial peace. These beliefs 
are perfectly sincere and honest ;.what more natural than 
that they should affect the decisions of perfectly sincere 
and honest controllers? 

This, however, as has been stated, is not the most 
serious count in the indictment, since there is no reason 
whatever to suppose that such impropriety is widespread» 
The second reason for objecting to the policy of indi- 
genous controllers lies in the effect it is almost certain to 
have on the economic structure of the country. As has 
frequently been pointed out in these columns, the British 
economy was already, before the war, moving with 
ominous rapidity towards a state of monopoly or near- 
monopoly. This was the solution found by the dominant 
section of the Tory party for the problem of discovering 
a middle course between laisser faire and socialism. 
Indeed, it was only natural that what had become a 
businessman’s party should turn to businessman’s 
economics. What is more surprising is that so few yoices 
have been raised to protest against the damage done to 
the public interest by a policy which parcelled out the 
national economy into a number of exclusive baronies. 
The Brummagem system that has grown up since 1931 
might almost be called that of the Corporative state, save 
that it has lacked the firm supervision of an energetic state 
administration. It is a system that is intended to be strong 
in its parts, weak at the centre ; the best name for it is 
Economic Feudalism. 

This system-was already enough of a threat to the roots 
of British prosperity before the wartime controls gave it 
an obvious and immense impetus. Even a wholly self- 
supporting economy will produce less wealth for its 
citizens to consume if its producers are allowed to follow 


















































































































the slogan of High Profits and Smali Turnover than 1 
some external force, either of competition or of state 
control, forces them to maximise output. But in the case 
of the British economy, the effects may well be disastrous. 
This island, with its present population, depends abso- 
lutely on being able to import raw materials and food- 
stuffs. In paying for these imports, it now has no natural 
advantages except the ability of its industrial population to 
turn raw materials into manufactures that can sell in com- 
petition. Now it is a silly delusion to suppose that pro- 
ducers, either individually or collectively, can be put into 
the position of monopolists without acting as monopolists 
and there is a great deal of evidence from the 1930's 
that this was, in fact, the consequence of the policy pur- 
sued. As it happened, however, the effects were hidden by 
the accident that the decade coincided with a substantial 
movement of the terms of trade in Great Britain’s favour. 
The relative moyement of prices made it possible for the 
necessary quantity of imports to be paid for by a smaller 
quantity of exports and a veil was drawn over the uncom- 
fortable fact that, if more had had to be paid for the 
imports, it would probably have been impossible to do so. 
The worldwide crisis of the primary producers fostered; 
in Great Britain, the delusion that a deliberate high-cost 
policy would not impede the progress of the standard of 
living. This temporary and accidental good fortune will, 
in all probability, desert the country after the war. The 
British economy, deprived of its foreign assets and 
reserves, will be exposed to the cold winds of a world in 
which primary producers will be organised, while 
innumerable competing manufacturers will have sprung 
up. And to face this situation the country will be 
bequeathed by the wartime controls an industry which 
will have almost forgotten what low costs or competing 
prices are, an industry entirely wedded to high-cost 
“ stability.” The prospect is frightening. 

The third reason is*more important still, because more 
urgent. The wartime necessities of the community and 
the peacetime interests of specific industries are frequently 
in conflict. It is in the community’s interest that many 
sorts of industrial capacity should be increased as rapidly 
as possible ; it is in industry’s peacetime interest that 
capacity should be kept in close relation to normal 


Main Previous Busines 


CONTROL CONTROLLER CONNECTION 

Ministry of Suppty 

es hea tet . Col. Sir Charles Wright Baldwin's 

Non-Ferrous Metals. f A. M. Baer . British Metal Corporation 

W. Mure. Swans 

0 T. A. Board .. .. United Molasses ; family connections 
with Distillers Co. 

Plastics........... L. P. B. Morriam ... British Associated Plastics ; British 
Xylonite Co. 

Diamond Dies and R. L. Prain Anglo-Metal Co.;: Mufulira; Roan 

Tools Antelope; Rhodesian Selection 

Trust. 

Chemicals ...... F, W. Bain (Chairman Imperial Chemical Industries 

of Central Board) 

Fertilisers ..... H Cunningham Fertiliser Manufacturing Association; 
Scottish Agricultural Industries 
(L.C.1.). 

Sulphuric Acid N. Garrod Thomas National Sulphuric Acid Manu 
facturers’ Association. 

SulphateofAmmonia F. C. O. Speyer . Imperial Chemical Industries 

Timber ........... Major A. I. Harris Past President, Timber Trades’ 
Federation. 

eee Sir Harry Shackleton. Taylor & Shackleton, Spinners ; 


Chairman, Woollen and Worsted 
Trades’ Association. 


Cotton .... ..... Frank Platt . Lancashire Cotton Corporation 

ES «6 ews . J. S. Ferrier . .. Wm. F. Malcolm & Co. 

Be asus ceess A. Landauer ........ A. Landauer & Co. (Hemp and 
Fibre Merchants). 

ae . H. S& Sharp... > J. Sharp & Sons, Dundee ; Associa- 
tion of Jute Spinners and Manu- 
facturers. 

Silk and Rayon ... H. O. Hambleton.... Hambleton & Co., Silk Weavers 

ae  & — hee Albert F. Reed & Co. (linked with 


Associated Newspapers) ; London 
Paper Mill Co. 


Industrial Diamonds Sir Cecil Rodwell... Consolidated Gold Fields of South 
Africa; Roan Antelope, etc. 

Uae weds . Dr E C. Snow Chairman, United Tanners’ Federa 
tion. 

OE oxeassseces F. D. Ascoli ... - Dunlop Plantations, Ltd. 

Ministry of Aircraft Production 

Light Metals ...... ae British Aluminium Co ’ 

Board of Trade 

OO A. H. Maxwell ...... Macmillan, Maxwell & Co. (Tobacco 
Leaf Merchants). 

Petroleum........ Sir Andrew Agnew... Shell Transport & Trading. 


(Chairman of 
Petroleum Board) 


Ministry of Works and Bui (Directors) 
Building Materials . Sir Harold Howitt... Peat, Marwick, Mitchell & Co. 
(Chairman of Board) (Chartered Accountants). 
SE babs enenss J. Norman Daynes .. King’s Counsel; Chairman of 
Appeals Tribunal under Coal 
Act, 1938. 
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demand. It is in the community’s interest that all 

sary consumption of scarce materials should be Promptly 
and drastically restricted ; it is in industry’s interest 1 
leave normal channels of trade intact as long as possibl. 
It is not suggested that indigenous controllers cannot oe 
the public interest ; they can, and they act upon it, Bu 
in most of these cases, the necessity is not clear from the 
start, it appears gradually. The emergency, against which 
steps should be taken, develops very slowly from the pos. 
sible to the probable to the certain to the imminent to the 
urgent, and at all stages there is room for differences gf 
judgment on the quantitative extent of the steps thy 
should be taken. It is only human nature that the map 
whose whole life has been and will be in the trade shoul 
hesitate and hang back, that in a painful necessity he 
should see the pain more clearly than the necessity. In war. 
time, no emotion is stronger than the patriotism that leads 
men into the army. Yet there are always so many men who 
can give themselves perfectly honest reasons for not doi 
what the manifest public interest requires that the volun. 
tary system has to be abandoned. Why should the clarity 
of human thought, when in conflict with human interests, 
be rated any higher in commercial matters, where the 
public interest is not reinforced by any so powerful 
patriotic emotion? “No man hath quickened his own 
soul,” and the result of the policy of allowing industries 
to control themselves has been a consistent record of Too 
Little and Too Late. 

This is not a matter of small importance ; it lies at the 
very centre both of the productive war effort and of th 
post-war national economy. It is not, of course, suggested 
that the controls be abolished, or that their functions be 
performed by the Civil Service, with al! the imperfections 
of a bureaucracy in business matters. Nor is it suggested 
that the controllers should not be recruited from the ranks 
of businessmen. But it is seriously suggested that they 
should be businessmen without any connections whatso- 
ever with the trades they are to control. And it is seriously 
suggested that, even at this late hour, there are few 
changes in administrative machinery that would do more 
either to improve the productive effort of the country or 
to increase the confidence of the people that nothing was 
being allowed to stand in the way of victory. 





THE CONTROLLERS 


Main PreviousfBusingss 


CONTROI CONTROLLER CONNECTION f 
Bricks L. W. Hutson Cullen, Lockhead & Brown (Archi 
tects). 
Roofing Materials R. G. Cromwell Hall & Co., Ltd. (Builders and Coal 
Merchants). 
Ministry of Food (Directors) s 
Manufactured Foods F. W. Aldridge : Co-operative Wholes ile Society 
Chocolate and Sugar W. Wallace Rowntree & Co., Ltd 
Confectionery 
Bacon and Ham. J. Loudon .. John Loudon & Co., Ltd. (Produce 
Importers) 
Tea and Coffee Sir Hubert Carr Retired Tea Grower 
Cocoa. J. Cadbury Cadbury Brothers, Ltd 
Rice H. L. Sanderson Chas. Wimble, Sons & Co. (Produce 
Brokers). ' 
Dried Fruits ind A. E. Gough Overseas Farmers’ Co - operative 
Edible Nuts Federation, Ltd. (marketing of 


ganisation for Empire Co-operative 
Producers). 


Imported Cereals J. V. Rank Joseph Rank, Ltd., & Ranks, Ltd. 
Home-Grown Cereals C. D. B. Ellis Ellis & Everard, Ltd., and Joseph 
Ellis & Sons, Ltd 
Cereal Products. C. A. Loombe Reckitt & Colman, Ltd. 
 - J. N. Frears . Frears & Blacks, Ltd. 
Emergency Bread W. S. Duthie Allied Bakeries, Ltd. 
Supplies 
Oatmeal and Pearl I. Maclean Thomas Borthwick (Glasgow), Ltd 
Barley Milling 
Cakes and Biscuits Howard Hughes Alfred Hughes & Sons, Ltd. 
Edible Pulses .... L. T. Houlding Sanday & Co., Ine. ' : 
Meat and Livestock H. S. E. Turner New Zealand Refrigerating Co. 
Canned Fish ... F. Wilkinson ..... Co-operative Wholesale Society. 
Fish J]. Adamson McClelland, Ker & Co. (C hartered 
Accountants) : 
Animal Feeding Sir Bryce Burt Indian Agricultural Service 
Stuffs 
Starch... J. Roberts ... Reckitt & Colman, Ltd 
Cold Stores. E. F, Farrow Hay’s Wharf, Ltd ; 
Eggs ...-» ; .. J. A. Peacock Nurdin & Peacock, Ltd. (Wholesale 
Produce Importers) ae 
Fresh Fruit and C H Lewis.... National Federation of Fruit & 
Vegetables Potato Trades, Ltd. 
Potatoes . .. .. Capt. J. Mollett . Potato Marketing Board. _ 
Fruit Juices and G. T. Shipston California Fruit Growers’ Exchange, 
Pectin Ltd. 
Canned Fruit and B. E. Payne. J. Travers & Sons. Ltd. 
Vegetables 7 4 
Wholesale C. E. Davies H. H. & S. Budgett & Co., Ltd. 


Co-ordination and 
Unrationed Foods 


Milk Products..... H. E. Davis .. Dominion of New Zealand Da 
Sales Division (London Managet). 

=e -—_ Peer Milk Marketing Board 

Oils and Fats ..... ED os ds-< cs Lever Bros. & Unilever, Ltd. 

‘TEOREpSt . 2... 200s A. G. Marsden . Cadbury Brothers, Ltd. ; 

Warehousing S. Whibley... Clarke, Nickolls & Coombs, Lt 
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NOTES 


Threat to Calcutta? 


The fighting in Burma has taken a turn for the worse. 
Japanese troops have succeeded in cutting the Mandalay- 
Toungoo road and it is doubtful whether they can be dis- 

Yet it is possible that the chief danger does not 
lie in the Japanese advance up the Sittang. The imme- 
diate aim of the Burma campaign is to cut off China from 
India; a proximate aim, to prepare a springboard for an 
attack on the Indian coast. For both these ends, an advance 
deep into the interior to Mandalay and beyond would be 
costly and wasteful. The Burma Road is cut if the ports that 
feed it are cut off. So would be the new Assam Road. 
India will be attacked not from the interior of Burma but 
from the coasts, across the Bay of Bengal. The most 
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ominous news of the week is therefore the report of a 
Japanese penetration of the Yoma hills which lie between 
the Irrawaddy and the coast. The objective is control of the 
coastal province of Arakan. At Kyaukpyu, 75 miles south 
of Akyab, there is a sheltered natural harbour. Akyab itself 
—only some 400 miles from Calcutta—has a harbour that 
can take big ships at high tide and is an important air and 
seaplane base. Complete Japanese control here would imme- 
diately menace Calcutta and hence the gateway to the 
Assam Road. Coupled with the capture of the Andaman 
Islands, only 700 miles south of Calcutta, it may close the 
Bay of Bengal to Allied shipping. 


* * * 


The Daily Mirror 


Amid all the controversy regarding the threatened 
suppression of the Daily Mirror, one point stands out with 
reasonable certainty: Mr Morrison’s warning to the paper 
and his subsequent denunciation of its policy could not 
have been undertaken lightly. Contrary to a fairly wide- 
spread belief, the present Home Secretary is no dictator 
who seizes every opportunity of exercising his emergency 
Powers ; he is not a man who wilfully courts unpopularity 
but is rather one who is over-anxious lest his popularity 
should suffer. It is most unlikely that, in view of the buffet- 
ing he recently suffered over 18B and the perpetual heckling 
he receives over the Daily Worker, he would have attempted 
a fresh hurdle unless he—or much more likely the War 
Cabinet—had been really afraid that the Daily Mirror 
was having a harmful effect on the nation’s war effort. 

iether there is just cause for this fear is a question 
which cannot readily be answered. The Daily Mirror claims 
80 far from its policy being harmful to the war effort, 
as consistently urged stronger measures for mobilising 

€ nation—which have eventually been adopted. And yet— 
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though the Daily Mirror would probably be surprised to 
learn of it—other papers have urged the same reforms even 
earlier and even more vigorously and have not been threat- 
ened with suppression. Clearly there is a distinction be- 
tween the substan€e of criticisms and the methods chosen 
to present them. In what, therefore, does the offence of 
the Daily Mirror consist ? What sort of criticism is it 
that the Government, which has shown a quite remarkable 
tolerance to Press criticism throughout the war, considers 
harmful? The only official clue to an answer lies in Mr 
Morrison’s_ statement—“ general, violent denunciation, 
manifestly tending to undermine the Army and depress 
the whole population .... ” It is also important to notice 
that intent to undermine or to depress is not a point at 
issue—publication of harmful matter does not excuse the 
paper if it is done “ with a reckless and unpatriotic indiffer- 
ence to its harmful effect rather than with a deliberate 
intention to produce such an effect.” This may perhaps be 
interpreted as meaning that when criticism is regarded as 
an end in itself instead of as a means to a more vigorous 
war effort, it becomes intolerable. 
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But ought the Government’s intolerance to be carried 
to such lengths that the paper concerned is suppressed out 
of hand, without warning and without appeal? Fleet Street’s 
all-but-unanimous negative is not, by itself, convincing ; 
since it seems to be an article of faith in many parts of 
Fleet Street that no paper should ever be suppressed in 
any circumstances. But this is certainly not true. It is 
possible for a newspaper’s editorial policy to endanger the 
safety of the community ; and when it does so, the news- 
paper deserves to be suppressed. In fact, the question 
cannot be decided on the lofty planes of high principle, 
since the high principles are in conflict. It must be decided 
as a matter of particular fact. Has the editorial policy of the 
Daily Mirror in fact been damaging to the national cause? 
That is a matter of opinion, and in the long run there is only 
one opinion that counts, that of the House of Commons. 
In spite of the general preference for judicial rather than 
executive procedure, this necessity of bringing the matter 
before Parliament is the strongest argument for proceeding 
under Regulation 2D rather than under 2C, which would 
bring it before the courts. There is still another considera- 
tion in this complex matter. Even though the Daily Mirror 
may have caused depression and defeatism, would not its 
suppression excite alarm and despondency? Among the 
Daily Mirror’s very numerous and varied readers there 
must be a great many who disregard or discount its editorial 
columns and are mainly concerned with its other features. 


7 7 * 


Taking the Offensive 


There is an air of expectancy the length of the Eastern 
Front—from Leningrad right down to the sands of Libya. 
Somewhere along this vast line the spring offensive will 
soon be launched, and just as the movement of troops and 
materials behind the Russian front presages new activity, 
so the Mediterranean zone has flared up into action in the 
last week. The Axis Powers are attempting to run more and 
more supplies into Libya. For some time past Britain has 
appeared to be able to retaliate only in the air. This week, 
however, has brought news of successful naval engagements. 
Eleven enemy ships have been sunk by submarines and an 
important British convoy has got safely into Malta, losing 
only one merchantman—a brilliant action, for Admiral Vian’s 
light screening forces had to stand up to cruisers and battle- 
ships of the Italian Navy. They were driven off and at least 
one torpedo struck the battleship Littorio. The 
Axis concentrations are not confined to Libya. Reinforce- 
ments have reached all the Greek islands and although 
they are being used to put the screws on Turkey, 
a frontal attack on Alexandria and Suez is a far more likely 
objective. Given the imminence of the attack, it is fortunate 
that both Sir Stafford Cripps and General Nye have been 
able to hold conferences in Cairo and that changes in the 
Middle Eastern High Command—in the direction of youth 
and energy—are in the wind. It is perhaps too much to be 
hoped that the Allied fcxces should not wait for the attack 
but should take the initiative. The unexpected blow gains 
treble strength and there is all too little evidence to suggest 
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that British plans are worked out on the basis of finding 
what the enemy least expects and then performing the 
impossible. There are two ways of making plans: the 
German and Russian way, which is to determine the scheme 
and then consult experts on the execution thereof, and the 
British way, which is to concoct a plan and then find out 
from the experts why it is impossible. Perhaps the passage 
through Cairo of Sir Stafford Cripps and General Nye— 
both men who represent the new sense of urgency in British 
political life—will leave its mark. In thisewar the hazardous, 
the unexpected, the impossible has so often succeeded. Even 
if full success were not achieved, it would be worth while 
risking partial failure in order to disrupt the smooth work- 
ing of the enemy’s timetable of offence. 


* 


Soviet Russia is showing some anxiety on the score of its 
Allies’ readiness to take the offensive this year. M Litvinov, 
in the United States, has appealed for greater activity on 
several occasions, M Maisky used the presentation of the 
Order of Lenin to four British airmen as the occasion of 
an urgent appeal. The Russians have obviously analysed 
British habits of thought with remarkable precision. There 
was hardly a fallacy—official and unofficial, which M 
Maisky did not touch on—the old “ assurance of victory ” 
talk: “No figures of potential human, industrial and natural 
resources will help the allies if these are not mobilised ” ; 
the fixation of 1943 as the Anglo-Saxon zero hour: “the 
decisive moment is the year of 1942. The decisive place is 
the front of the USSR. We have to start from this if the 
allies really desire to achieve victory”; the defensive out- 
look: “on all other fronts the allies should take the initiative 
into their own hands, and for this to be achieved they must 
outwit the enemy. These are the undoubted lessons of the 
war. They have been true for Britain—and for Russia—for 
the last three years. How many of them are still to be learnt? 


* * * 


Mr Casey 


The British and Australian Governments—and Parlia- 
ments—have apparently decided to let the affair of Mr 
Casey drop. Mr Churchill will have his way, and Mr Casey 
will go to Cairo to replace Mr Lyttelton. No contretemps 
should ever have arisen. No one, in either country, it seems, 
doubts Mr Casey’s fitness for this post at the joint be- 
tween the western and eastern war zones. He has been 
chosen as the best man available, not as an Australian 
representative ; but the fact that he is an Australian is an 
added merit, both for the Cairo appointment and for the 
membership of the British War Cabinet that goes with it. 
It was equally for his qualities and experience that Mr 
Curtin wished him to remain in Washington. The text of 
the Churchill-Curtin telegrams has been published as a 
White Paper. In his first reply, on March 13th, to Mr 
Churchill’s suggestion, the Australian Prime Minister made 
it quite clear that Mr Casey would be difficult to replace in 
Washington and that, in his view, “no approach should be 
made at this juncture.” On the other hand, in his cable 
of March 14th—after Mr Churchill had urged that Ministers 
and Chiefs of Staff wanted Mr Casey in Cairo, that Mr 
Casey himself was known to want a change and that Mr 
Menzies might be suitable to replace him—-Mr Curtin made 
it equally clear that, in the circumstances, the ful] extent 
of his demurrer was that Mr Casey should remain to meet 
Mr Evatt, Australian Foreign Minister, who was going to 
Washington. Mr Churchill was fully entitled after this 
message to cable his offer to Mr Casey—and to be surprised 
at the tone and substance of a later public statement by 
Mr Curtin suggesting that his wishes had been over-ridden. 
It is true, as Mr Curtin cabled on March 2oth, after Mr 
Churchill had expressed this surprise, that Mr Curtin had 
never disguised from the outset that he preferred no approach 
to Mr Casey and no change at Washingtcn. Mr Churchill’s 
persistence after the cable of March 13th, his reference to 
Mr Casey’s wish to move and his suggestion of Mr Menzies 
as a substitute were perhaps not very tactful—though, even 
so, he had the powertul support of Ministers and Chiefs of 
Staff for his importunity. But Mr Curtin’s further cable on 
March 14th was an unmistakable signal for Mr Churchill 
to go ahead, which he did at once. Mr Curtin apparently 
did not receive Mr Churchill’s cable of March 14th saying 
that he was approaching Mr Casey immediately, and the 
first intimation he received that the offer had been made 
and accepted was from the BBC broadcast over the Aus- 
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tralian system—which was annoying. But the fact 
that his permission had been very properly sought and very 
specifically given, however grudgingly. 


* * * 


The Will to Death 


The week’s fighting in Russia has brought no 
changes. The Germans are still holding out at Starayg 
Russa, at Rzhev and at Vyazma. There is no change on the 
Orel-Kursk sector and no decision in the fighting round 
Kharkov. Meanwhile, the first signs of a definite Spring 
thaw are slowing down the Russian attacks, and the eviden 
relief of the Germans suggests that they are hoping fg 
some respite during the weeks of mud and immobility, The 
time will be used to gear up to its utmost striking pitch the 
whole of the terrific German army machine on Russian gojj 
There seems little doubt now that the heaviest of the Ge. 
man blows will fall eastwards, and it is significant thy 
there is something like a closing of the ranks in the German 
High Command. Von Rundstedt has been put back o 
active service, and a recent German propaganda film has 
made much of a visit of von Brauchitsch to Hitler, This js 
probably a preface to his reinstatement. Hitler’s reasons for 
calling back his generals are obvious. He took over supreme 
command at a moment, not of great military, but of grea 
moral danger. The Russians were certainly not going to 
break up the German armies, but there was a real question 
whether the German people could face the ordeal of a 
winter war. It looks now as though Hitler’s political flair 
again served him well, for morale has not broken. It js 
rather a Dunkirk spirit that has prevailed. The Germans 
have been rallied, not by the thought of easy success, but 
by the ideal of total sacrifice and death, accepted up- 
questioningly in the service of Germany. To the propa 
ganda, both British and Russian, which accused the German 
authorities of halving casualties and concealing the horrors 
of the front, Goebbels has made the reply—the psycho- 
logical technique faintly resembles his adoption of the V 
sign—of rubbing in the tragedy and underlining the holo- 
caust, and whipping up patriotic fervour by sacrifice, not 
success. The number of the Vélkischer Beobachter which 
appeared on March 15th, the German Day of Remembrance 
(Heldengedenktag), was a gruesome example of the new 
technique. On the front pages, there were four leading 
articles ; on “Our Dead Comrades” ; on the memory of a 
dead staff member of the newspaper ; on the theme “ Every- 
thing for Germany,” described as a cry coming from the 
Invalidenfriedhof—the cemetery for the higher German 
officers ; on “Comradeship” achieved only through com 
mon suffering and death—together with a poem to a dead 
soldier. The back page went even further—a four-column 
leader was devoted to “Thoughts on the Death of a 
Soldier,” and a letter was reproduced from a_ blinded 
soldier writing to tell the mother of one of his comrades 
that her son was dead. How long a loyalty bolstered up by 
such stimulants can survive, only the trained mass-psycho- 
logist can say. But there is a strength in this will to death 
and will to destruction with which the United Nations art 
still spiritually unequipped to deal. 


* * * 


Agricultural Priorities 


Last week the Minister of Agriculture reported pre 
gress. In the war, the ploughed acreage has increased by 
about half, and the output of potatoes, other vegetables 
and oats has in each case risen by three-fifths. Measured by 
the number of tractors per acre, British agriculture is now 
the most mechanised in Europe. Mr Hudson’s account was 
impressive. But it is still possible to argue that the effort 
that is being made might be rendered more effective 
terms of human food—its only object. Though complete 
figures of production are not published, there is some reasoa 
to believe that the larger part of the increase in output from 
the extended acreage has gone to replace imported feed- 
ing stuffs. That is to say, there has been an undue bias 
towards the growing of crops to be converted into an 
food rather than towards foodstuffs for direct human com 
sumption, which under siege conditions would be the best 
use of the land and its resources. The output of an 
feeding stuffs is said to have doubled, while the output 
wheat has increased by little more than a quarter. More 
over, it is claimed, the bias within the policy of producing 
animal feeding stuffs has been too much towards food fot 
meat cattle, the most wasteful converters of feeding stuffs, 
and too little towards food for milk cattle, the most valuable 
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converters in terms of human food. It is very doubtful, in 
war conditions, whether the numbers of meat cattle should 
have been maintained, as they seem to have been from 
official statements, while dairy herds have been increased 
very slightly, and the numbers of sheep, pigs and poultry 
have fallen very considerably. It is a problem of priorities. 
The Government’s policy is shown in the ratio between the 
respective prices fixed for the different kinds of agricultural 
produce, which give too little incentive, relatively, to the 
of food for direct human consumption and, in the 
case of indirect human foods, too little to milk, and possibly 
, as against meat. It is an attitude which reflects, to no 
small extent, the balance of influence in British farming 
and farming traditions. In war economy, it is wasteful. 





Co-operation in Farming 


Just as the determinant of‘ wartime agricultural pro- 
es is the shortage of shipping space, the determinant 
of wartime agricultural methods is the scarcity of labour. 
Lack of manpower is the reason given why, say, another 
five million acres, in addition to the extra six million acres 
already brought in, cannot be ploughed up ; and this is the 
main motive which has caused the remarkable increase in 
the numbers of tractors used since 1939. Plainly the problem 
is to make the maximum use of the limited human and 
mechanical resources available. The test is the volume— 
and balanced dietetic value—of foodstuffs produced. To 
decide upon the best foods to produce (which is still un- 
fortunately a matter of dispute and political manceuvre) is 
only the first steps No less important are the methods and 
organisation of food production, and there is a growing 
opinion that, in agriculture as in industry, there is room for 
considerable improvements in the direction of local and 
regional co-operation. In industry small firms are the 
problem, in agriculture small farms. Mr Hudson pointed 
out last week that four-fifths of Britain’s farms are under 
150 acres in size ; and obviously the maximum pooling of 
machinery and labour over regions is required to achieve 
the maximum output. It is not enough to have more tractors 
per acre than any other country; it is also necessary to 
use them to the full, regardless of the financial resources of 
individual farmers. And the same is true of labour and 
fertilisers. Smallness of acreage, bank balance—or outlook— 
should not be permitted to be a bar to efficient standards of 
production. Much has, admittedly, been done to meet the 
overheads of efficient production, for small and large farms 
alike, by drainage and other schemes ; and ploughing-up 
and other subsidies are designed to prevent expansion from 
being impeded by the limited resources of individual 
farmers. But these, again, are only first steps. Most sub- 
sidies are based on acreage, ploughed-up or used for this or 
that purpose, and not on results in terms of output. Mr 
Hudson has spoken emphatically of the need for higher 
standards and, rightly, of the work which county war agri- 
cultural committees are doing to achieve these. There is 
little doubt that the proposals made, among other people 
by the Communist Party at a conference some weeks ago, 
for the pooling of all agricultural machinery under the 
direction of the war agricultural committees, and for the 
extension of the hiring out of machinery to small farms, 
together with the labour needed to work it, are proposals 
of the right kind ; or that the demand for an increase in the 
Women’s Land Army very much above the present total of 
25,000, to be used largely in mobile regional detachments, 
18 well-founded. The analogy between industry and agricul- 
ture in this matter of regional co-operation is, admittedly, 
very imperfect. But, in both cases, the needed margin of 
extra Output must depend upon collective action locally by 
small units ; and in at least one county, Hertfordshire, the 
War agricultural committee has accepted proposals from the 
Workers in their area to set up a production committee 
analogous to those set up in war factories) to assist in the 
stepping-up of output. 


* * * 


Collective Responsibility 


In the House of Lords on Wednesday, Lord Hankey 

ew attention to what he believes to be defects in the 
machinery of Cabinet Government. No other man living has 
d a longer first-hand acquaintance with British Cabinets 
than Lord Hankey. Except for a brief retirement just before 
the war, he has been a part of the Cabinet machinery, as a 
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Cabinet official or, from 1939 until a few weeks ago, as a 
Minister, ever since the last war. He spans the gap from 
Lloyd George to Churchill. It is perhaps not easy to agree 
with his opinion that the Dxence Committee of the Cabinet 
and the office of Defence Minister should be abolished. As 
Lord Hankey himself emphasised, the Prime Minister must 
use the machine and the methods that suit him. Mr 
Churchill, too, has a long and varied experience of Cabinets, 
going back to Lloyd George—and beyond. And the personal 
office of Defence Minister would presumably be the corner- 
stone of the Great General Staff that many people are calling 
for to unify the three Defence Forces. But the reasons which 
Lord Hankey gave for his proposals were shrewd and sound. 
“ Members of the War Cabinet would be fully informed, 
which is not really the case today.” “ It would create a larger 
cadre of potential Prime Ministers, familiar with all aspects 
of the war.” “It would improve the collective responsibility 
of the Cabinet, which has been somewhat weakened by the 
establishment of the Defence Committee.” These views are 
no less wise for being old-fashioned. It is also Lord Hankey’s 
opinion that the position of Ministers of Cabinet rank out- 
side the actual War Cabinet should be improved. Contact 
between Mr Churchill and his lesser colleagues is not easy 
in wartime, but it is none the less essential ; and, as Lord 
Hankey claimed, every step that will make for “ better team 
work” would be an aid both to the war effort and to its 
undisputed leader. 


Turkey Under Pressure 


With the spring offensive on the horizon, the pace of 
diplomatic preparations in the potential zones of battle is 
increasing. One of the chief obstacles to a German advance 
into the Middle East is. the determined neutrality of Turkey; 
yet it seems as though Hitler were unwilling to force war 
on the Turkish people. Anatolia is unpromising campaign- 
ing country, and the Turks, whose equipment is steadily 
increasing under Lend-Lease arrangements, are tough 
fighters. Moreover, to open a front in Turkey would be to 
bring Russia’s allies on to the southern coasts of the Black 
Sea. Yet if the Caucasus is to be taken from the rear, some 
means has to be found to prevent Turkey from being a 
serious military obstacle or from developing into an enemy 
base, and the Germans are back at their old game of mixing 
bribery and threats. New negotiations have opened between 
the two Governments. Husrev Gerede, the Turkish Ambas- 
sador in Berlin, has gone to Ankara and von Papen has 
followed all the German Service Attachés back to Germany 
for consultations. What the Germans are offering is open 
to speculation—parts of Syria, perhaps, possibly the 
Dodecanese, probably the Vilayet of Mosul and possession 
of Iraq’s oil supplies. What they are asking in return is 
probably neutrality of the Swedish kind—that is to say, a 
neutrality which is not actively co-operative but which 
permits certain privileges to the Axis—for example, passage 
of Axis ships through the Dardanelles and even of German 
troops across the Turkish railways. To reinforce their 
demands the Germans are, of course, playing on the Russian 
bogy. The handing over of the Straits by Britain to Russia 
has been one of the most plugged themes since Mr Eden’s 
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December visit to Moscow. The recent bomb attack on von 
Papen was attributed to Communists—and the Turks did in 
fact detain some Soviet officials and raided Hachettes for 
Russian books and publications. Yet, in spite of the pressure 
and provocation, there seems little doubt that Turkey’s 
neutrality will be maintained against all comers. M. Yalchin, 
discussing Germany’s policy towards Turkey in Yeni Sabah 
this week, recalled the Turco-German alliance of 1914, 
which he declared was directed against Czarist imperialism, 
and continued: “ This time, however, we saw the danger 
coming from Germany, and we therefore secured the friend- 
ship of the Western democracies ; that was a measure of 
defence, and remains such, but if we realised that we had 
made a mistake, or understood that Germany was not 
menacing Europe and Turkey, we should be delighted. 
Judging the situation openly and candidly, however, we 
declare that we are very far from observing that the German 
danger has disappeared and has been replaced by an 
English danger or a Russian danger.” M. Yalchin generally 
reflects the views of the Turkish Government, and it does 
not look as though the Nazis are likely to secure any 
modifications of neutrality in their favour. 


The Civilian in Invasion 


Once again, the civil population has been given inva- 
sion instructions, and once again it is clear that the pre- 
vailing thought in the minds of those responsible for the 
country’s defence is that at all costs there must be no 
refugee movements. The wording of the original instruc- 
tion, however, has been changed for the better. “ Stay put” 
was translated by Sir John Anderson this week into “ stand 
firm ”"—which has a much more encouraging and martial 
ring. “ Stay put” implied that civilians were to do nothing 
to repel the invader, whereas Sir John said that they were 
not intended to adopt a purely passive role. The difficulty, 
of course, for the civilian is to decide what active part he 
can play, and it has been the lack of official guidance in this 
respect that has been the chief cause of uneasiness. So far 
as most men are concerned, their obvious duty—if they 
wish to help to fight the invader—is to join the Home 
Guard now. But Sir John Anderson recognised that there 
may be some men who cannot find the time for training 
and he referred to the possibility at a later stage of includ- 
ing them in the Home Guard under special conditions. 
The other development mentioned in his statement was the 
establishment of local invasion committees in many parts 
of the country. Their duty will be to survey their probable 
needs if fighting reaches their districts, how these needs 
can be met, and how the civil and military authorities: can 
best help each other. They will allot specific jobs to particu- 
lar individuals, and Sir John outlined the sort of jobs 
he had in mind—cooking and distributing food, filling 
craters and shell-holes, digging trenches, providing billets 
If the invasion committees really set themselves to their 
tasks, a big gap in the invasion plans will have been filled. 
But presumably the new committees will be the same, in 
personnel at least, as the civil defence emergency commit- 
tees, not all of whom, by any means, proved equal to their 
responsibilities. It is to be hoped that there will be active 
supervision and guidance by the Regional Commissioners 
to set a highest common standard in respect of invasion, 
as well as air-raid, preparations. : 


+ * * 


Army Airmen 


The formation of an Army Air Corps, announced this 
week, does not mean that an Army Air Arm is being estab- 
lished. The change is administrative ; and the Army Co- 
operation Unit of the RAF is unaffected and remains 
under the RAF’s direction. The troops affected are the 
Army’s airborne units, whose personnel have up to now 
remained attached to their various regiments for adminis- 
trative purposes, such as records and pay. They will now 
be brought together into a single Corps for the purposes of 
filling in forms; they are already together, of course, for 
operational purposes. The only pilots concerned in the 
change are glider pilots. The change is interesting because 
it marks another move to cut across the old traditional 
sectionalism of the British Army, which tends to impede 
or complicate the development of new branches ; it is in 
the same category as the recent setting up of a separate 
Corps of Mechanical Engineers—though very much less 
important in its actual consequences. Inevitably, in spite 
of its merely administrative character, this change will 
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rouse new discussions about land-air co-operation. In the 
Army Co-operation branch of the RAF, there are pilots ang 
ground staff who were trained soldiers before they were 
seconded to be airmen, and it would be folly to lose any 
of the value of this dual training. Tactically and technically, 
here are the men needed in modern warfare, neither soldiers 
nor airmen, but both ; and the evidence which exists that, 
neither in equipment nor in operational training, is this 
fact turned to effective use, is disturbing. The problem js 
not whether the Army or the RAF should control the whole 
corpus of aircraft and personnel for Army co-operation 
and Army use. It does not matter. The separate contro! 
of either would almost certainly be a mistake. The problem 
is rather to establish some single general control at the 
top and joint training below; and the present solution, 
which divides the air accessories of the Army between the 
two separate Services, seems to the layman to make the 
worst of both worlds. And in equipment Army Co-operation 
remains a Cinderella. 


* * * 


Part-time Workers 


One of the big bottlenecks in industry is due to the 
lack of adequate opportunities for would-be part-time 
workers. The number of women with domestic responsi- 
bilities who cannot put in a full day in a factory but could 
put in a morning or an afternoon is difficult to assess, but 
it must be large; yet only a fraction are being utilised. 
Industry appears to have shown a lack of adaptability in 
this matter. Managements have shown insufficient interest 
and workers have shown some fear of a new form of dilu- 
tion. The firms which have successfully tackled the prob- 


lem of part-time work have found that *most of the objec-_ 


tions raised were not valid. The losses anticipated from taking 
on inexperienced labour have been appreciably offset by 
increased productivity per head because of the short hours 
of employment. The objections of full-time workers that 
they were in danger of being undercut have been overcome 
by tactful handling and by insuring, through slight increases 
in bonus if necessary, that average earnings were not re- 
duced by the new arrangements. Since success seems to 
have attended the efforts of those who have handled the 
problem with determination, it may be asked why such 
attempts have not been more widespread. Apart from the 
reluctance of industry to introduce schemes for part-time 
workers, the Government does not appear to have pressed 
manufacturers to study each other’s experience—though it 
did encourage them to pool their knowledge through the 
Mutual Aid Groups and the Capacity Clearing Centres 
when it was a matter of engineering. Another obstacle s 
that part-time work is often most practicable in the daytime, 
and if part-time workers are to be absorbed in_ large 
numbers, more full-time workers may have to go per- 
manently on to night shift, or take on night shift work 
much more frequently. 


* * * 


Ruling on Hoarding 

It cannot be said that the Ministry of Food’s latest 
hoarding order completely clears up the position. In one 
respect, there is certainly an improvement. Rationed food, 
or food which a householder has grown or made himself, 
is exempt from the order, and a person may, therefore, 
possess any amount of sugar which he has saved out of 
his ration on jams and home made chutney. This was 
clearly the only course to take in order not to penalise the 
thrifty housewife, though it also means that the greedy 
housewife. who bought up large quantities of jam 
or soap on rumours of rationing gets away with it. In the 
case of unrationed food the new ruling is more dubious. 
No one may hold stocks which would exceed “an amount 
reasonably necessary for consumption over a period of 
four weeks ”—to quote from Major Lloyd George’s state- 
ment in the House. This will obviously raise considerable 
difficulties in the case of such foods as pepper and other 
spices, salt, marmite and a host of similar foodstuffs of 
which a very small quantity lasts some households a year 
or more. It is probably true that in practice there would 
be no prosecution in such cases, and it is also true that 
the court has the right to decide that a longer period may 
be justified if exceptional circumstances exist. But in the 
case of such foodstuffs as condensed milk and cocoa, which 
are semi-necessaries to some households but the house- 
wife’s last recourse in others, difficulties may well arise. 
In the one household, a few tins would apparently repre- 
sent legal hoarding, whereas in the other the same amount 
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may only be the consumption of a week or two. No doubt 
the new order will be used sparingly in gross cases, but it 

‘cht be as well if the housewife were told tfiat she need 
not turn over her stocks of unrationed foods every month 
and start again with a fresh lot. 


* * * 


Back to Capitulations 


The succession of Nicholas Kallay to Laszlo 
Bardossy as Prime Minister of Hungary does not mark any 
change in Hungarian policy. Bardossy is a really sick man 
and probably feels that he cannot face the stern tasks that 
lie ahead this summer, when it seems likely that a very 
large Hungarian army—the Germans have asked for a 
million men, the Hungarians say there is equipment for 
300,000—will be fighting beside the Germans on_ the 
Russian front. Kallay has had a quiet and undistinguished 
political career and has no connection with any of the 
extremist parties. His choice does not, however, imply any 
opposition to the Germans. Throughout the Balkans they 
have largely abandoned their habit of making use of 
extremist groups. In Hungary there is the particular reason 
that the system of parliamentary authoritarianism commands 
the support of nearly all of the political groups. But the 
tendency to transfer support from indigenous politicians to 
the Volksdeutsche, or local German racial communities, is 
apparent throughout South-Eastern Europe and may well 
be due to a change of policy which in the event of a German 
victory would have very far-reaching implications. All 
over the Balkans live small groups of Germans whose 
standards of wealth and education are, on the whole, higher 
than those of the peoples they live among, but who, for the 
last two or three centuries, have been content to preserve 
their racial difference while accepting foreign citizenship. 
Since the advent of Nazism, these groups have first been 
converted to fanatical National Socialism, and now they 
are being moulded into something more. In Roumania and 
Croatia they are weil on the way to complete autonomy. 
They have their own schools and cultural associations. In 
any village where they form more than a Io per cent 
minority, double language regulations have been introduced. 
Before long they may well get complete extra-territoriality 
in the sphere of justice and economic activity. In Hungary, 
the Volksbund is not so well developed, but the Germans 
are sponsoring it, and a new development is a_ linking 
together of all the local national groups by means of liaison 
officers. The final outcome of this system is obvious—a 
German organisation of “ capitulations” (on the model of 
the former special protections of foreign rights in countries 
like Egypt) throughout South-Eastern Europe, islands of 
prosperity and capitalistic development in the surrounding 
agrarian wilderness, a Herrenvolk in active practice and 
physical presence. 


* * * 


Advertising in Wartime 

The Advertising Association has recently issued a pam- 
phlet* in defence of sales publicity in war. This apologia 
makes a good case for the continued publication of adver- 
Usements in the press for the sound reason that advertising 
revenue—which forms an essential element of the income 
of all newspapers—obviates reliance on secret subsidies 
from Government or other sources. In helping to secure 
the freedom of the press, advertising performs a_ vitally 
important social function in war and peace alike. It is, 
of course, inevitable that advertising space should be dimin- 
ished as newspapers are reduced in size, and there is a good 
case for reducing advertisements relatively to editorial mat- 
ter as well as absolutely. Advertising in Wartime, however, 
seeks to prove a social function on other less defensible 
grounds. It claims that sales publicity is more than ever 
necessary for the housewife in days when choice is res- 
tricted ; that to remove the instructive advice on house- 
hold management which the advertiser so often conveys 
would be a serious deprivation. The pamphlet defends good- 
will advertising on the score that only if this is kept alive in 
the home market during the war, can the nation rely on 
4 successful post-war export drive and the manufacturer 
Cut loose from the fear of losing his place in the sun. 
Lastly, it suggests that advertising provokes a sense of 
Corporate pride and responsibility in the labour force of 
the industry concerned. These arguments are so pompously 
foolish as to come near to spoiling a sound case. There is. 
of course, no justification for the advertisement of con- 
Si iteintadheeneeenateteiienadinnacoceticceaaehmehdeenniniliaiaieaTonnmtiieaeinciaae 
_* Advertising in Wartime. Issued by The Advertising Asso- 
Cation, Ludgate House, 110, Fleet Street, London, E.C. 4. 
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sumption goods on the score that the housewife relies on 
this information. The possibility of buying goods off the 
basic ration is governed by the state of stock at the shop- 
per’s favourite emporium and the attitude of the assistant 
behind the counter. It is a gross disservice to stimulate 
the desire to spend or to foster shop crawling. On the 
score of goodwill, it is true that, in the few remaining 
neutral countries, it is important to continue to advertise 
British goods. In the home market, the issue lies between 
competing British manufacturers, who can more easily be 
prevented from encroaching on each others’ intangible assets 
by cutting down advertisements than by fostering them. 
There is no case, as the pamphlet suggests, for maintaining 
poster advertising simply in order to prevent the bankruptcy 
of the 800 firms engaged in the poster industry. Total war is 
a ruthless business and this form of enterprise would appear 
to be a clear case for drastic concentration. In newspaper 
advertising, pride of place should obviously be given to 
official announcements and charitable advertisements ; the 
remainder of the space should be devoted to advertising 
goods and services which can still be provided, and pro- 
vided without encroaching on scarce resources ; and the 
limiting factor to all advertisements, apologia or no apologia, 
is the scarcity of paper itself. 


aoe - * 


Shorter Notes 


The attack made by the United States Pacific fleet unde 
Admiral Halsey on the Japanese-occupied islands, Wake 
and Marcus, stands out as the week’s good deed in the Far 
East’s naughty world of defensive fighting and retreat. 


* 


Since the Saadist and Liberal Parties officially abstained 
from the general election in Egypt, the Wafdists’ sweeping 
victory is hardly surprising. Nevertheless, it reflects popular 
opinion faithfully, and Nahas Pasha is at liberty to interpret 
the voting as a fair plebiscite in his favour. 


* 


The United Nations will give a wholehearted welcome 
to the news that General MacArthur has been awarded 
the Congressional Medal of Honour, the highest decoration 
given by the United States. 

* 


A printer’s error occurred in a Shorter Note on food 
hoarding on page 391 of The Economist last week, and 
the last sentence should have read “the Ministry 
might well take powers to requisition them [food stocks] 
in an emergency rather than to penalise prudence and 


thrift.” 
7 


According to a written parliamentary reply, the number 
of illegitimate births in England and Wales last year was 
30,453, compared with 25,942 in 1939. In London alone 
the number was 1,931 and 3,105 respectively. 





INSURE WITH 


ou .0 


LONDON & 


OV teil ta 


INSURANCE C° 


| Bs 





7, CHANCERY LANE, LONDON, W.C.2 




























































































THE ECONOMIST 


AMERICAN SURVEY 





Industrial Mobilisation 


(From An Industrial Correspondent) 


Cleveland, Ohio, February 15th 


[ABRASENG requirements of war material for the vastly 
extended fronts have been speeding up the rate at which 
America’s industrial capacity has been turning to the pur- 
poses of war. 

The few weeks in which the public has been able to 
observe the work of Donald M. Nelson as chairman of the 
new War Production Board have been. very reassuring. The 
charts kept in Washington which record the thermometer 
of public and editorial opinion show a sudden and extreme 
subsidence of criticism of production, a change which is, 
however, sometimes merely the inverse of criticism of 
other phases of the war effort. Unhampered any longer by 
uncertainties and conflicts in authority, Mr Nelson has been 
bringing an end to many an old debate and placing upon 
non-essential trades the responsibility for obtaining muni- 
tions orders—not merely being receptive to them—if they 
are to continue running. 

The shutting down of the assembly lines of Michigan’s 
enormous automobile industry will probably be regarded 
as the point where American industrial mobilisation entered 
its second and swiftest stage. The steel industry had already 
become engaged almost entirely upon orders for military 
and ancillary needs, but the final cessation of the manu- 
facture of civilian cars, a spectacular event in itself, was 
followed shortly afterward by orders to a number of other 
manufacturing groups to taper off, concentrate the small 
remaining civilian production (if any) in a few plants and 
turn their facilities to the hardware of war. The electrical 
refrigerator industry, like the radio industry, is to cease 
altogether. 

The actual conversions of American industries yet to be 
accomplished are expected to require more than a year. 
The full tide of output from these transformed plants will 
probably be reached early in 1943. Thus four great streams 
of munitions production are now rising: the output of the 
original and enlarged plants, such as the arsenals and the 
aeroplane factories ; the output of a string of new Govern- 
ment-owned arsenals, mostly completed in the summer of 
1941 ; of a group of specialised factories built by the auto- 
mobile industry for the making of bombers and now just 
coming into production; and of innumerable small and 
large works whose facilities have been gradually moving 
over into Government work but which are now to swing 
even more heavily and exclusively into it. The earliest of 
these streams is probably near its peak, but the latest will 
not reach it for many months. 

The controversy is now subsiding over the question of 
what interests or inertias were responsible for putting off 
the conversion of the remaining industrial capacity in the 
manufacturing trades, but the problems incident to the 
gigantic operation are only beginning to be generally appre- 
hended. In the steel industry, for example, the elaborate 
series of preference ratings is causing congestion in the 
upper ranges. In the automobile industry, unemployment is 
expected by some to reach a peak of more than 200,000 
before it begins to subside. The assembly plants themselves 
must be completely rearranged and every usable tool reset, 
the great specialised machines greased up and walled off, 
and a series of new products introduced, tooled and learned 
by the workers. 

In general, the automobile plants will become producers 
of parts for a series of new and larger aeroplane plants now 
under construction or recently completed. The industry had 
a peacetime out-turn of under $4,000,000,000 of automotive 
products in good years and has -assumed orders for 
$8,000,000,000 of Government work annually. It will draw 
on an even larger number of sub-contracting plants, consist- 
ing in the main of about roo plants scattered through the 
central manufacturing region which formerly supplied 
automobile parts. 





New Construction Work 


The construction of new plant, as projected in the 
original defence programme (dating from May, 1940), was 
to have been well completed by this time, but a new wave 
of factory building has been imposed upon the old. Plans 
for this second series of plants are in general the blue- 
prints of the old—the constructional forces merely con- 
tinuing with their work—but included in them are several 
buildings of a sort almost unknown even to American 
industry. Decisions to build these works were reached last 
autumn in the so-called “victory programme,” of which 
only the outlines reached the public before it was absorbed 
into the immense imperatives which followed Pearl Har- 
bour. Details of the projects began to be released to the 
various manufacturers in that same week and are now 
beginning to materialise in excavation work in the snow 
and frozen ground of prairie sites in the central west. Works 
for the manufacture of aeroplanes and tanks lead in size, 
and, including their parts, almost in numbers, for the reason 
that existing factory space is unsuitable for such very large 
work. The whole amount of new plant capacity to be started 
this year comes to $6,000,000,000, of which all but a billion 
is subscribed by the Government. This volume exceeds 
everything started between May, 1940, and Pearl Harbour. 

The supplying of materials, equipment and labour for the 
construction of the new plants and the conversion and 
operation of the older plants is already testing to the limit 
the resources of many an industry. The strains are being 
met by voluntary transfers of men from non-essential em- 
ployment to the new work, by training of specialist machine 
operators on a grand scale, by suppressing almost all private 
construction save small houses, and by squeezing down the 
use of essential materials in civilian trades. 

Appropriations of federal funds for defence and war 
purposes since May, 1946, plus those proposed by the 
President, now approximate $139,000,000,000. Of this 
enormous sum, about $100,000,000,000 has been written into 
contracts of all types and about $17,000,000,000 paid out. 
Disbursements of about $20,000,000,000 have been made 
for defence purposes in the last 20 months, but this sum 
includes the subsistence and pay of the forces, as well as 
payments on much work yet to be delivered, such as ships. 
The rate at which orders have been placed is already be- 
ginning to turn upwards, responding to the sharp accelera- 
tion in appropriations after America’s entry into the wat. 
The rate of deliveries, however, cannot be expected to 
change for some months. ‘ 

The absorption of productive plant into munitions and 
other work for the American, British and other Govern- 
ments is expected to reach a point near the end of the year 
where about half the national manufacturing capacity 1s 
devoted to war. The proportion was recently about one- 
tenth, but the saturation of the steel industry and the closing 
of automobile production has considerably raised it. 


The Transport Problem 


‘The decline of civilian goods will make many and impor- 
tant changes in the retail and other trades and in the 
manner of American life, but as yet the economic landscape 
is scarcely altered. Though new tyres and automobiles are 
obtainable by only a few, the amount of traffic in most 
American cities has not declined enough to be observed by 
other than statistical methods, such as the receipts of the 
parking meters along the pavements. The consumption of 
petrol, indeed, has risen, but this is apparently due to the 
increase in the movement of freight by motor trucks. Owners 
of approximately 30,000,000 motor cars, including delivery 
vehicles, have been told they will have no new tyres when 
their present sets are worn out, and it is expected that next 
summer’s hot weather will result in many cars being 
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up. So serious, however, would be the effects upon normal 
American living if any considerable number of merchan- 
dise deliveries had to be given up suddenly, or if 
suburban millions turned to the use of public conveyances, 
that the rationing of petrol is almost certain to be under- 
taken as a means of conserving rubber and enabling the 
necessary changes to be made gradually. 

One aspect of this problem is that of moving the indus- 
trial workers to the new factories now being finished. The 
sites of all of these works were selected before anyone in 
the United States had calculated the chances of the rubber 
supply being cut off. A bomber plant now being completed 
by Henry Ford in Michigan had expected to draw its work- 
ing force from a radius of as much as 30 miles. A northern 
Ohio shell-loading plant was built by workmen who drove 
daily for distances equally great, and now finds itself unable 
to get enough operatives to man it. Proposals for meeting 
these emergencies range from rushing through the construc- 
tion of many publicly-owned small houses of wood-frame 
construction to the requisitioning of enough automobiles 
from families which do not themselves require cars for 
essential uses. 

The reality of the declining American standard of living 
has scarcely been comprehended save in a somewhat acade- 
mic way. The measure of its decline has been stated in 
figures by Leon Henderson, head of the Office of Price 
Administration—$65,000,000,000 of civilian goods this year 
will have to satisfy a national income of around 
$95,000,000,000—and the usual measures to drain off this 
“consumption gap ” were also suggested by him. The bear- 
ing of this decline upon the expectations of organised 
labour is yet to be worked out, when the new War Labour 
Board considers the demands of the steel and automotive 
unions for increases of $1 a day and other concessions. 


The Tides of Special 


Interests 


[FROM OUR WASHINGTON CORRESPONDENT] 


February 28th 


THIS past week-end the Price Administrator, Leon Hender- 
son, has been making an identical speech before a variety 
of audiences, underlining the statistics of our incipient 
inflation as a prelude to the new Tax Bill. His theme is 
simple—seven-eighths of the recent increase in national 
income payments has been in the form of salaries and wages. 
Present federal taxation will draw off about thirteen 
billions of the anticipated hundred billion dollar total ; 
federal borrowings may run between eighteen and nineteen 
billions more. That will leave around seventy billions avail- 
able for other uses. But the proportion of the national pro- 
ductive effort currently earmarked for war purposes will not 
provide enough goods and services at present price levels to 
meet the demand represented by available income. Mr 
Henderson estimates the gap at around fifteen billion 
dollars. The relation to the new Tax Bill is obvious. 

These speeches have a somewhat Canute-like sound in 
view of the tides moving in the opposite direction. One 
place where the administrator made his case was before 
the National Farm Institute in Des Moines, whose annual 
discussion of the state of the union attracts some 1,200 
farmers and cattlemen, many of them heads of farm 
organisations and leaders in commodity groups in the 
Midwest-Great Plains area. Six days later the Senate passed 
a Bill, introduced and supported by the members con- 
stituting the farm bloc, prohibiting the Commodity Credit 
Corporation from selling farm products owned or held by 
the Government at less thari “ parity ” prices. The products 
referred to represent transactions of the past few years on 
the “ ever-normal granary ” principle whereby excess stocks 
were taken off the market through the mechanism of 
Government loans supporting prices at 85 per cent of 
parity. Sales of these stocks (in which the Government has 
I-1} million dollars invested) would stabilise farm prices, 
holding down incipient rises in corn and wheat. 


The Farm Programme 


These particular commodities have a special relation to 
current price movements and to the disposition of the farm 
cconomy. The expanded production goals recently set by 
the Secretary of Agriculture emphasise dairy products, live- 
stock and poultry—cheese, milk, eggs and pork are primary 
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items under lend-lease. Production of all of these is highly 
sensitive to feed costs—the hog population at any given 
season directly reflects the corn-hog price ratio. In addition, 
in order to increase domestic oil supplies and offset losses 
of imports from the Orient, the goal of soy-bean acreage 
has been raised from §,855,000 acres for 1941 to 9,000,000 
for 1942. A rise in the price of corn would be highly dis- 
turbing to the relative profitability of an acre that could 
alternatively be used for soy-beans. 

In view of these critical considerations, President Roose- 
velt followed a somewhat unusual procedure in addressing 
a letter to the President of the Senate in which he said: “I 
believe that irreparable damage to the war effort and to 
the farmers of this country would result from enactment of 
this legislation . . . Food production is playing a vital part 
in the conduct of the war. Not only this country but all 
of the United Nations are relying upon abundant production 
of food by the farmers of America . . . The curtailment 
of the production of livestock products would, of course, be 
followed by higher prices for livestock products and sub- 
stantial increases in the cost of living, which in turn would 
lead to more inflation and demands for higher wages . . . 
The goodwill of the consuming public should not be 
shattered by grasping for a few extra dollars in the name 
of farmers.” Yet the Bill was passed by 50 to 23. (Whether 
the House will take similar action in the light of an almost 
certain veto remains to be seen.) 

Parallel to the column in which the morning papers 
carried this news was a column reporting the delivery to 
the President of a united front statement by the Labour 
War Board—a six-man board on which the AFL and the 
CIO both have members—urging him to resist the estab- 
lishment of any policy restricting general wage increases. 
The statement acquired additional pertinence from the fact 
that it was issued just before the National War Labour 
Board began consideration of the Steel Workers’ Organising 
Committee’s demand for a dollar-a-day rise as part of its 
forthcoming contract with “ Little Steel ” (the by-no-means- 
little steel companies outside the US Steel and Bethlehem 
groups). This decision will be an important bench mark 
in labour policy—shall wages of organised workers be 
stabilised at their present levels, with future increases limited 
to adjustment of the scales of under-privileged workers, or 
not? If not, how can the resulting income be kept from 
competing for goods and services which are already behind 
demand to the magnitude of fifteen billion dollars? 


War Profits 


A third item of interest in connection with the new Tax 
Bill is the profits of the companies engaged in war enter- 
prises. Figures of the earnings of fourteen aircraft com- 
panies holding $2,101 millions of defence contracts show 
that the profits in relation to stockholders’ equity, at the 
beginning of the period, jumped from 26.3 per cent in 
1939 to 44.3 per cent in 1940. Corresponding figures for 
four shipbuilding companies with $1,189 millions of defence 
contracts show that the profits in relation to stockholders’ 
equity, at the beginning of the period, jumped from 17.9 per 
cent in 1939 to 35.3 per cent in 1940. The Todd Ship- 
building Company has made history by calling public 
attention to its unavoidably excessive current rate of return. 
Other companies may be less inclined to take this attitude 
toward their gains. In this connection there is a cycle of 
events that is worth remembering—and not worth repeat- 
ing. The profits of World War I formed a large part of 
the factual basis for the cynicism of the inter-war years 
That cynicism found public expression in the Congressional! 
investigations, of which the Nye Committee was typical. 
@he companies called to testify felt exposed, even—or 
perhaps particularly—in cases where the facts did not justify 
their exposure. The likelihood of a similar accounting after 
World War II figured along with anxiety as to postwar 
excess plant capacity in industry’s reluctance to get into 
war production in the summer of 1940. Adequate taxes on 
profits in the new Bill could break this cycle. 

Meanwhile, farm prices, wages and profits are all doing 
nicely. In his speech on Monday night the President stated 
that a current check indicates the country will meet the 
production schedules called for in his January message on 
the state of the nation. That means the civilian slice of the 
economy will be reduced to a point where we shall live as 
lean as we did at the pit of the depression. Higher prices 
will only bid up this quantity of goods without increasing 
it; Mr Henderson is unquestionably on solid ground, But 
the tides of special interest, lapping at his feet, threaten to 
cut the ground from under him. 
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American Notes 


Partnership in Production 


Mr Nelson’s imaginative and level-headed approach 
to the problem of securing the fullest co-operation from 
organised labour for the production drive is one of the 
outstanding achievements of his short tenure of office. It 
is particularly striking in view of the current rash of anti- 
labour bills, which express the persistent hostility of certain 
Congressional groups toward the unions, and the ignorance 
and unsympathetic mood of the general public, with its 
periodic demands for “cracking down” on labour. Mr 
Nelson obviously attaches great importance to securing 
labour’s confidence and support. A large proportion of his 
recent broadcasts have been addressed to labour; he has 
introduced a plan for labour-management production com- 
mittees which are being rapidly established throughout the 
defence industries ; and his speech this week to CIO leaders, 
while frank, made a good impression. He assured them 
that the need for production would not be used as an 
excuse to whittle down labour’s hard-won rights, and he 
opposed the abolition of the 40-hoyr week at present as 
possibly harmful to production. The only concession he 
requested was the abolition of double pay for Sunday as 
the defence industries go on to three-shift, seven-day opera- 
tion. This has already been conceded by the Automobile 
Workers Union ; the Glass Workers have withdrawn their 
demands for time and a half for Sunday work ; a number: 
of unions have offered their Sundays to the war effort with- 
out pay; and Mr Murray and Mr Gréen have pledged 
themselves not to resort to strikes. This retreat from ex- 
tremist positions is partly a calculated counter to the Con- 
gressional demand for abolition of the limitation of hours, 
as well as a response to Mr Nelson’s conciliatory policy. 
Mr Nelson, Mr Knudsen, and the President have al! 
attempted to head off the movement for such legislation by 
making public the hours actually worked in defence indus- 
tries, which in some cases are as high as 60 a week, and a 
Department of Labour survey which showed that in only 
2 out of 650 cases did the necessity of paying overtime in- 
terfere with’the fullest utilisation of plant facilities. The 
Administration’s policy is to secure’ labour’s co-operation 
in production and in stabilising wages by the grant of 
fuller partnership tn production and by defending its privil- 
eges wherever possible. Its success depends largely on the 
Administration’s ability to restrain anti-labour elements 
from passing drastic legislation, such as that suspending 
all union contracts for the duration, which would embitter 
labour and destroy all hopes for industrial peace and co- 
operation. 


x * * 


Financing Plant Expansion 


One of the sharpest contrasts between this war and the 
last is provided by the degree to which the present expan- 
sion of industrial plant is being financed by the Government. 
“This war,” says the Nation, “is clearly public property.” 
From 1917-1919 the federal government spent in all only 
$500 millions on new plant ; on December 31, 1941, federal 
commitments amounted to $7,366 millions and were being 
increased rapidly. Private financing of new plant on the 
same date totalled only $1,326 millions, exclusive of that 
provided by foreign governments, which was a mere $155 
millions. The coyness of private capital—wary of being 
saddled with useless facilities after the war—has withstood 
every inducement devised by the Government. Defence con- 
tracts have been assignable for bank loans ; and companies 
building new plant for defence work have been given th? 
right to amortize the cost completely over a five-year period, 
deducting up to one-fifth of the total cost from income 
in any one tax year for both normal and excess profits taxes. 
The RFC offered loans to defence manufacturers at 14 per 
cent, but only about $300 millions have been borrowed. In 
July and August, 1941, the Government entered the field 
directly in two ways: by agreeing to reimburse manufac- 
turers completely for the cost of any new facilities over a 
five year period (Emergency Plant Facilities Contracts), 
and by establishing the Defence Plant Corporation, a sub- 
sidiary of the Reconstruction Finance Corporation, to ad- 
wance funds to private enterprise to build new plant, to 
be owned by the DFC, but leased to the companies and 
operated by them. The RFC itself also has almost unlimited 
powers to build plant and operate it if necessary, in fact 
to “take any action necessary to expedite the defence 
programme.” 
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A manufacturer availing himself of the Emergency 
Plant Facilities contract may provide the funds for ¢. 
pansion or use the contract as security for a loan ; he holds 
the title to the property until the contract is completed, and 
then has the right to retain the facilities by paying the 
Government the cost price less depreciation, obsolescence, 
and other loss of value. Aircraft and shipbuilding com. 
panies have been the largest users of this scheme of finan- 
cing—the Ford Company is erecting an aircraft engine plant 
costing about $30 millions on an Emergency Facilities Cop. 
tract—but total commitments at the end of October were 
still only about $300 millions. By far the greatest expansion 
of plant has been financed by the Defence Plant Corpora. 
tion, which on November 15th had commitments of aboyt 
$2,300 millions. All the facilities which it has financed are 
leased to private companies and operated by them, though 
the corporation has the right to engage in manufacture 
itself. Leases are either at the nominal rate of $1 a year, in 
which case the price of the product to the Governmen 
does not include any allowance for the cost of the facilities, 
or at a figure to cover depreciation, in which case the cost 
of the product includes the rental of the facilities. This 
latter method is used when part of the product is sold to 
private customers. The manufacturer has the right to buy 
the new plant at the end of the emergency period on the 
some basis as that applied to Emergency Plant facilities, 
The great preponderance of Defence Plant expansion over 
both private financing and that accomplished under the 
Emergency Plant Facilities Contracts means that private 
capital has been unwilling, in the main, to accept any liabili- 
ues extending even over a five-year period, and that this 
time the cost of expanding facilities for the war effort is 
to be borne directly and immediately by the community. 
This is probably more satisfactory to both parties ; what is 
less so is the influence of industry over what facilities shall 
be erected and where. As the war progresses it seems Tikely 
that the Government will have to extend its responsibility 
beyond that of financing pure and simple, in order to 
eliminate the possibility that plant expansion is being 
dictated partly by short or long-term private interests instead 
of being governed by the necessity for the most efficient 
and speedy production of war material. 


* * * 


Selective Service 


Brigadier-General Hershey, Director of Selective Ser- 
vice, has stated that, as the demands for manpower grow, 
the present provisions for deferment of calling-up will have 
to be changed, with greater emphasis on retaining men of 
special skills in industry and less on exempting those with 
dependants. He forecast that manpower reserves would be 
badly strained in the next twelve months, and that if the 
nation delayed the most effective distribution of manpower, 
the Government may be forced to use compulsory powers. 
Use is already being made of Selective Service machinery 
to seek out men with special skills and qualifications. A 
4-page questionnaire is being sent out to the 9,000,000 men 
between 35 and 44 who registered on February 16th, and 
the information obtained will form the basis for a national 
roster of men of scientific or other professional qualifica- 
tions and those with skills needed in the defence industries. 
An amendment to the Selective Service Act has also been 
introduced in the House of Representatives, which provides 
for the compulsory registration of all women from the age 
of 18 to 65 and the securing of information on their capaci- 
ties and skills. American reserves of manpower and woman- 
power are very great; there are, for example, 28,000,000 
men between the ages of 20 and 44. These vast resources 
are, however, being steadily reduced by the requirements of 
the forces and of industry. The information on all available 
skills cannot be collected too quickly, and exemption from 
military service on the ground of dependants, so deeply 
ingrained in American thinking, can hardly be maintained 
for long in the face of the requirements of total war. 


* * * 


Industrial Hoards 


The War Production Board is moving gradually toward 
a stricter policy in dealing with excessive stocks of scarce 
metals held by private industry. Steel plate producers have 
been warned not to make further shipments to three rail- 
roads whose stocks are declared to be far in excess of the 
working minimum, and earlier this month the WPB ordered 
200,000 Ib. of metal scrap to be requisitioned from an 
owner who had persistently refused to sell at the rates 
established by the Office of Price Administration. Although 
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it has possessed the necessary powers since October, 1941, 
the WPB and its predecessors have in general avoided re- 
quisitioning, and have depended, instead, upon drives to buy 
up private stocks of aluminium, copper, and other critical 
materials. The inventory and requisitions branch has so 
far bought up 3 million of the 20 million Ibs. of alumtnium 
lying idle in private stocks, and has launched a similar 
campaign to collect copper. The drive to collect iron and 
steel scrap has so far only produced about 68,000 tons. If 
further efforts do not result in substantial transference of 
these stocks from private to public ownership in the near 
future, the WPB may be expected to use its power to re- 
quisition much more drastically. 






* * * 


Toledo, Peoria and Western 


The seizure by the government of the Toledo, Peoria, 
and Western Railway is the first case where action has 
been taken because the war effort was endangered by the 
recalcitrance of management. Two aircraft works and a 
shipbuilding company were taken over by the Govern- 
ment for short periods because strikes were impeding pro- 
duction, but in this latest instance it was the refusal of 
the President, Mr George McNear, to submit to arbitra- 
tion which prompted the step. Six requests by the Govern- 
ment, including a personal appeal from President Roosevelt, 
were turned down by Mr McNear, who “respectfully 
questioned the right of the Government to order arbitra- 
tion,” The case had been handled by five different Govern- 
ment authorities, and proposals for arbitration had been 
accepted by the two Railway Brotherhoods concerned. The 
railway itself is a small one, and as the strike had not 
stopped operation, the importance of the incident lies 
largely in its effect upon the conduct of future disputes 
and upon morale. Such defiance of Government, in the 
Ford tradition, will not occur often, and the present 
Administration was unlikely to be more tender in its treat- 
ment of capital than of labour. However, it is just as well 
for labour to have concrete assurance that compulsion is 
being applied equally to both sides; and for management 
to understand that the Government does not intend to 
tolerate obstruction from any source. 


* * * 


Copper Requirements and Supplies 


American requirements of copper in 1942, estimated 
by the War Production Board at 2,000,000 short tons of 
2,000 Ibs, are twice the country’s consumption in 1929 and 
higher than the average annual world copper output in the 
ten years before the war. About one third of the total will 
be needed in the form of brass, one fifth in the shape of 
rolled products, and the greater part of the remainder in 
the form of electrical equipment. Possibly as much as a 
third will go into new plant. Although the United States is 
the world’s largest copper producer, domestic production, 
which is expected to be about 1,000,000 tons in 1942, will 
satisfy only half its requirements. There is a small produc- 
tion of secondary copper, but most of the remaining million 
tons will have to be provided by Latin America and from 
production in Canada, Northern Rhodesia, and the Belgian 
Congo which is in excess of British war needs. Figures are 
not available for imports of Latin American copper into 
the United States during the last three months of 1941, 
but it was probably close to 500,000 tons and about 650,000 
tons are expected during 1942 from these countries, Chile 
alone will probably provide about 500,000 tons. Production 
in Canada, Northern Rhodesia, and the Belgian Congo 
probably exceeds 700,000 tons and the great Nchanga de- 
Posits in Rhodesia, which are only partly developed, will 
almost certainly be exploited further. Essential require- 
ments will thus be met, but there will be little margin for 


other needs, and the priority system will have to be admin- 
istered with great strictness. 


* * * 


Information and Censorship 


Contradictory explanations by the Army and Navy of 
a recent air raid alarm in Los Angeles appear to have 
brought to a head demands for an overhaul of the govern- 
ment information services, The established practice of most 
departments of holding press conferences means that there 
are. innumerable sources of news and views beside such 
specialised agencies as the Office of Facts and Figures, the 
Office of Government Reports, and the Office of the Co- 
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ordinator of Information, and arrangements for co-operation 
between them seems almost non-existent. For instance, in 
this case, the Navy geclared it had been a false alarm, 
while the Army suggested that cOMmmercial planes, flown 
by fifth columnists and possibly based on Mexican soil, 
had caused the alert. Other recurring complaints concern 
the scantiness of information, its “ patchiness,” unequal 
treatment of correspondents, and overoptimism in commu- 
niques and official statements. The Navy has been under 
fire, for example, for emphasizing a local success against 
Japanese bombers and remaining silent on losses around 
Java. Responsibility for the passing of censorable informa- 
tion is also diffused and journalists have not always been 
able to secure confirmation of their stories and to find an 
“appropriate authority ” to release them. The other side 
of the picture was indicated by Byron Price, the Director 
of Censorship, when he pointed out that if voluntary cen- 
sorship was a failure, “dark days were ahead for free 
speech.” The demand for more news in wartime is probably 
unreasonable, but there is room for a great deal of improve- 
ment in the handling of information. It is to Be hoped that 
the departments—notably the Army and Navy—will not 
allow their natural desire to control their own press re- 
leases to obstruct agreement on policy and the creation of 
an efficient central organisation to co-ordinate both the 
distribution of information and necessary censorship. 


Shorter Notes 


The Department of Labour has announced that in the 
year ended January 31st average weekly earnings for al! 
manufacturing industries increased 25.4 per cent. 


* 


The Defence Plant Corporation and the Metals Reserve 
Company have announced agreements with a large American 
sulphur company under which $20 millions will be made 
available for the production of nickel in Cuba. 


* 


Plans for the construction of an additional 350,000 dor- 
mitory units for workers in war industries more than 
doubles the original defence housing programme announced 
in September. 


Only about half as many people as expected have become 
unemployed in Detroit through the conversion of the 
automobile industry, and re-employment is taking place 
much more rapidly than had been forecast. 


* 


The Interstate Commerce Commission has refused a re- 
quest from the Office of Price Administration for the post- 
ponement of freight rate increases on ten groups of com- 
modities. Increases had been granted of 6 per cent in rates 
for most industrial products and of 3 per cent for farm 
commodities and some ores. 


Mr Wilson, President of General Motors and Mr 
Reuther, head of the United Automobile Workers Union, 
have agreed to negotiate in the presence of press repre- 
sentatives on questions relating to a mew contract and 
methods of increasing production in the company’s plants. 


* 


Mr Nelson has announced that aircraft production has 
increased 50 per cent since December 7th, the date of 
America’s entry into the war. 


* 
Mr Palmer, Co-ordinator of Defence Housing is leaving 


for England to study housing under war conditions and 
post-war housing planning. 
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The Riom Trials 


(By a French Correspondent) 


/ = the National Assembly of July, 1940, immediately 
after the Armistice, M. Pierre Laval promised that the 
persons responsible for: the outbreak of war and for the 
defeat would be punished. A Supreme Court of Justice 
was set up by law on July 30th. On August 2nd, a decree 
laid down its composition and assigned to it the function of 


examining and sitting in judgment on all persons who, over 
an undefined period, have been guilty of crimes or omissions, 
or have betrayed the duties of office with which they were 
charged, in connection with the events which occurred during 
the transition from peace to. war before September 4, 1939, 
and in connection with those events which later aggravated 
the consequences of the situation so created. 


Thus the trial which was projected in the autumn of 1940 
was at least as much a trial of war guilt as a trial of respon- 
sibility for defeat. None the less, the question of the origin 
of the war has disappeared as the trial has proceeded. M. 
Daladier is reproached with having lost the war, and no 
longer, as in August, 1940, with having declared war with- 
out an express mandate from Parliament. 

The determination of the Vichy Government to “ punish 
the guilty” and to impeach, in the persons of M. Blum 
and M. Daladier, the Republican regime itself, is illus- 
trated by the indictment of the accused by the Head of the 
State himself. A Council of Political Justice was set up in 
August, 1941. It consisted exclusively of members whose 
political views were opposed to those of the defendants. On 
October roth, M. Daladier, M. Blum and General Gamelin 
were condemned by Marshal Pétain, on the recommenda- 
tion of this Council, to fortress confinement. Eighteen 
months passed between the issue of the instructions and the 
opening of the hearings. Moreover, between September, 
1940, and February, 1942, circumstances and the men in 
power changed. At the beginning of the period, M. Laval 
and his team of politicians believed in a rapid victory for 
Germany ; they thought that the trial would take place after 
the signature of the peace. Now, this political team is no 
longer in power at Vichy. M. Laval continues to intrigue 
behind the scene; M. Déat is in Paris and has become a 
common German agent; M. Bergery, after having been 
ambassador in Moscow, is out of a job. Power is divided 
between the upholders of collaboration with Germany, 
attracted by the ideology and methods of National Socialism, 
such as MM. Pucheu, Le Hideux, Benoist-Méchin and 
Marion, and certain notables, chiefly traditionalists, among 
whom are the royalists. The latter section, that of the revo- 
lutionaries of the Right, who favour a policy of neutrality 
and wait and see in foreign affairs and are reactionary and 
Catholic in internal politics, is dominant in the entourage 
of Marshal Pétain for the moment, and has succeeded in 
restraining the activities of the collaborationists. This party 
would have found it difficult to consent to a trial which 
- would have thrown back on France the responsibility for 
the war—a trial which would have aroused an indignant 
revolt among the French people. On the very day when the 
trial opened, a disciple of M. Maurras, M. Thierry 
Maulnier, proclaimed in a very outspoken article that 
France was not the defendant. France had the complete 
right, he wrote, morally, politically and historically, to take 
up arms to defend what remained to her of the victory so 
dearly won in 1918. If she committed a crime in September, 
1939, it was a crime against herself, not a crime against 
foreign countries. 

The Riom trial is to be deplored when the enemy 
occupies two-thirds of the national territory. It is absurd 
since the vital questions are not asked. It irritates the 
Germans, who are interested solely in pinning responsi- 
bility for the war on to France and England. It is a 
partisan trial which enrages circles on the Left and dis- 





satisfies the great majority of French opinion, which js 
more concerned about the chances of liberating France 
than the reasons for her misfortunes. It is characteristic 
of the Vichy method of Government which, caught between 
German pressure and the force of French public opinion, 
shows sufficient resistance to ensure that the Germans are 
not satisfied, but agrees to too many concessions to avoid 
alienating the French, Partiality is apparent at every turn. 
It was decided to go back only as far as 1936, because M. 
Blum and the Front Populaire came into power in 1936, 
and Marshal Pétain was Minister of War in 1934. But it 
was in 1933 that Hitler seized power and Germany left the 
League of Nations and started to rearm on a large scale. 


Defendants’ Forum 


It is clear that the Vichy Government is anxious not 
to implicate the generals because Marshal Pétain him- 
self is in the front row—Minister of War in 1934 and a 
member of the Supreme National Defence Council with- 
out interruption throughout the period between the two 
wars. In order to clear the high command, an attempt 
has been made to load all military responsibility on to 
General Gamelin alone. Examination of the conduct of 
operations or strategic theories is forbidden. But this 
manoeuvre has already recoiled upon its authors, for the 
two principal defendants have spoken, not as accused, but 
as accusers. M. Blum used the only possible language, the 
language of politics, while M. Daladier denounced Ger- 
many as solely responsible for the war. The main charge 
against M. Blum is the social legislation of 1936. M. Blum 
replied that it was desired by the country and unanimously 
adopted by both Chambers. Reproached with having 
tolerated sit-down strikes, he replied that, if he had had 
the factories evacuated by force, there would have been 
riots, blood would have been shed and the country 
weakened still further. 

Thus, against its will, the Vichy Government is pro- 
viding the defenders of the Republic, who have been 
imprisoned for eight months, with a forum. The French 
people are to-day once more aware of them ; and they are 
now the more attracted by free institutions because they 
suffer increasingly from the yoke of the occupier and the 
police state of Vichy. MM. Blum and Daladier have 
displayed high civic courage during the hearings, and the 
affair has every chance of turning out to the confusion of 
the Vichy Government. It is not impossible that the trial, 
which has been adjourned for Easter, will be stopped, under 
German pressure. 

It is too early to analyse in detail either the proceedings 
or the reactions of French opinion. But a few provisional 
points need to be made: 

(1) There is no doubt that the army was not supplied 
in sufficient quantity with new weapons; anti-tank guns, 
anti-aircraft guns, planes and tanks. 

(2) Essentially, this lack was due, not to inability to 
organise and produce, but to the fact that the necessary 
production was started too late. 

(3) Existing armaments—for in spite of everything the 
French Army in May, 1940, possessed 3,500 tanks—were 
misemployed, not because the generals were fifth 
columnists, but because they had not grasped the essence 
of modern strategy. 

(4) An impartial enquiry after victory may establish 
individual responsibility for delayed output. But if the 
magnitude of German armament is measured, it pro 
vides some indication of the immensity of the task 
which the democracies laid on France. Taking 
figures given by the current issue of La France Libre, 
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Hitler has spoken of an expenditure on war preparations 
of Rm. 90 milliards in six years ; M. *Daladier at the trial 
spoke of Fr. 62 milliards in two years, that is only Rm. 5 
milliards (at a rate of Rm. 1 to Fr. 12). Neither France nor 
any of the democracies understood the implications of total 
war, and France was in the most exposed position. 


Singapore and Canada 


[FROM OUR OTTAWA CORRESPONDENT] 


February 23rd 


The fall of Singapore has provoked the most sombre 
comment in Canadian newspapers since the start of the 
war ; it reflects the general realisation that Canada, facing 
a two-front war, is now exposed to raiding, perhaps to 
powerful attacks. Pressure has grown upon the King 
Government to revise its war plans in order to provide 
greater home defence facilities. For the first time, military 
plans, based upon maintaining a strong army in Britain, 
are under serious challenge. 

The Canadian Parliament’s first secret session was held 
to allow members to discuss coastal defences, chiefly of 
the British Columbia region. Canadian military thinking 
has been conditioned since the last war, and without sign 
of change so far in this war, to regard Britain as the first 
line of Canadian defence. Approximately half—much the 
best half—of the Canadian army is in Britain. The axiom 
of Canada has been that if England falls, Canada is next. 
But declarations of this kind have become rarer, and a 
drive for stronger home defences is in full swing in Parlia- 
ment and outside. Howard C. Green, Vancouver MP, told 
the House: “ Canada is in deadly peril... . I am convinced 
that sooner or later our coastal cities and hamlets will be 
bombed.” 

There is no disposition to ask for the recall of Canadian 
troops in England, but to build up substantial coast defences 
and garrisons as separate forces. This would possibly delay 
the completion of plans to transform the Canadian Corps 
in Britain into a two-corps army, to which the Canadian 
General Staff committed the Government in January. 

A second consequence of Singapore is found in plans to 
raise the sights on Canada’s munitions programme, which, 
in dollar values, reached an output of $1,000,000,000 in 
1941. Like snow fading before the spring sunshine, the 
claims of munitions officials (including the Minister, Mr 
Howe) that the stage of full production was at hand, have 
vanished. Mr Howe announced a new objective for 1942 ; 
munitions production at “two and a-third times” the 1941 
output. Factories will be asked to make two or three tanks 
for every tank produced last year. Where 1,000 Bren guns 
were delivered, 2,300 Bren guns must be made now. For 
every million rounds of ammunition, there must be 
2,300,000 rounds in the coming months. Production problems 
are well in hand after an eighteen-month battle of industrial 
transformation, and Canadian munition makers will prob- 
ably attain the new objectives. 

These developments are a victory, such as could not bé 
foreseen a few months ago, for those who regard the pro- 
duction of equipment as Canada’s foremost job, since this 
country, along with Britain and the United States, possesses 
a capacity for surplus war production beyond the needs 
of its owh armed forces. The lesson of Singapore, as a 
lesson in the need of equipment, restored the balance in 
favour of restraining the competition of excessive military 


demands for manpower in order to assure maximum 
production. 


Political Currents 


_ Political consequences are different. At no previous stage 
in the war has the King Government faced a greater threat, 
despite the lull gained in the February by-elections. The 
Government’s policy in seeking, through a _ national 
plebiscite, release from pledges not to introduce conscrip- 
tion for overseas service is designed to free the Govern- 
ment’s hands against future emergencies. But the rise of 
sentiment for greater home defences will make the plebiscite 
Campaign more difficult. 
e elements of political crisis in Canada lie in the re- 
appearance of Mr Meighen, the return of the Quebec 
ationalist, Henri Bourassa, to the limelight, and the re- 
newal of Premier Mitchell Hepburn’s feud with Mr 
Mackenzie King. Prospects of a working agreement between 
ntario imperialist Conservatives and Quebec Nationalists 
Were described in Parliament by a prairie member, D. A. 
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McNiven, KC, as a “cloud in the political horizon 
reminiscent of the most sinister political alliance that ever 
darkened the pages of Canadian history.” Events of 1911 
are being recalled, when the Navy issue brought the 
Bourassa Nationalists out in force against contributing to 
the British Navy, and the reciprocity issue carried the Con- 
servatives to power. Echoes of the old campaign are heard, 
as Mr Bourassa predicts that Canada will be annexed by the 
United States within ten years, and as he charges that 
Canadian policy is being dictated in Washington, not 
London. 


The defeat of Mr Meighen in South York (Toronto) on 
February 9th, exceeded the fondest hopes of the Govern- 
ment, The defeat of Paul Bouchard, Nationalist and former 
Rhodes scholar, in Quebec East, when he ran against the 
new Minister of Justice, the Hon. Louis St Laurent, 
strengthened the King Liberals in French-speaking Canada. 
The election of the Hon. Humphrey Mitchell, the new 
Minister of Labour, in Welland, provided a reverse for the 
CCF, for the Conservatives and Hepburn Liberals alike. 
But Mr Hepburn definitely aligned himself with Mr 
Meighen, and he himself remains as the unpredictable 
factor. He captured the headlines on both sides of’ the 
border by remarking that “ the proud US fleet is in hiding.” 
He alleged that the Japanese were making captured United 
States marines pull rickshaws in Shanghai. 


The governing factors in Mr Hepburn’s conduct at pre- 
sent are his enmity for Mr Mackenzie King, and the fact 
that he faces an election owing to the expiry of his tenure 
of office. The point at which he crossed the line—between 
useful gadfly to official complacency and national nuisance 
no longer to be tolerated—is a subject of popular discus- 
sion. He seems firmly entrenched in Ontario, the most 
powerful province, though many of his former friends have 
repudiated him. Unless his legislature extends its term to 
avoid an election campaign in war-time, defections in his 
voting strength may provide a Waterloo. But no one in 
Canada could be sure of that. 
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Discontent in Roumania 


[BY A CORRESPONDENT] 


March 14th 


RECENT reports about mounting discontent in Roumania 
are too persistent and specific to be ignored, During the 
last few weeks alone there have been unmistakable signs, 
such as a new wave of arrests, the sentencing of a well- 
known Transylvanian leader to five years’ hard labour for 
criticising Antonescu and, more significant still, the resigna- 
tion of General Iacobici, Chief of the Roumanian General 
Staff. 

It appears that articulate—though necessarily underground 
—opposition is centred in the nuclei of the former political 
parties now dissolved and, more especially, in the person of 
M. Maniu, the veteran peasant leader. After having fought 
King Carol’s reactionary rule and opposed the acceptance 
of the Vienna award, M. Maniu remained in opposition after 
the change of regime. He opposes Antonescu’s policy on 
two main grounds. He looks on the restoration of Tran- 
sylvania as the national objective, realising that collabora- 
tion with the Axis can never secure that aim. Secondly, he 
is opposed ideologically to the anti-democratic and essen- 
tially anti-peasant doctrines of National Socialism. He is 
believed to be in favour of active collaboration with Russia, 
especially since the new Anglo-Russian alignment. 

Public opinion, too, has undergone important changes 
since last June. From a state of bewilderment, public feeling 
passed first into war weariness, which is now giving place to 
active hatred against the Nazi overlords. The Roumanians, 
a nation of village-minded peasants, nurse no imperialistic 
ambitions, nor do they feel any urge for “holy crusades.” 
They refused to be taken in by the new slogans, feeling 
instinctively that they were being used as tools and were, 
moreover, being pushed eastward with a view to drawing 
them away from their western national strongholds. 

The wide support originally enjoyed by Antonescu—he 
was brought into power, it will bé recalled, by the wave of 
dissatisfaction that swept over the country after King Carol’s 
surrender—soon melted away. His complete sell-out to the 
Germans and his left-handed association with the extremist 
Iron Guard, who after the clash in January, 1941, became 
his fiercest enemies—and, ironically enough, are now said 
to be held by Hitler as a trump card in reserve for exerting 
pressure should other means fail—rapidly weakened his 
internal position. So when Antonescu was issued with his 
marching orders in June, 1941, he no doubt thought that his 
big chance had come—a war with limited liability and with 
rich yields, consisting of territorial gains, military glory and 
the consolidation of his regime. 

Events, however, turned out differently. The war did not 
end, either in time or in space, as Antonescu had expected, 


and his miscalculation has brought appalling calamities for | 


Roumania. Roumanian casualties, suffered mostly beyond 
Bessarabia, have been staggering. The army was not 
equipped for winter warfare ; desertion became widespread. 

But prolongation of the war, for which the country had 
been obviously unprepared, has struck a still heavier blow, 
not only on morale, but on the whole life of the nation. 
Roumania is facing an acute shortage of essential foodstuffs, 
beginning with bread—which is the staple food and in 
which present rations are more than §0 per cent below 
normal consumption—and extending over a wide range of 
necessities. These shortages have long passed the stage 
where price regulation, black market penalties or organisa- 
tion can bring a relief. The governing facts are a greatly 
increased demand owing to the war, a greatly decreased 
production, owing to the mobilisation and, perhaps most 
important of all, to the peasant’s retrenchment behind self- 
sufficiency. As the market can no longer supply him with 
his requirements, the peasant, never too closely connected 
with the market, is simp!y withdrawing from it. 

As it is the Roumanian peasant who also provides the 
fighting force, it is easy to see that he is becoming once 
again the dominating factor in the Roumanian situation. 
Very little is known about the purpose of Antonescu’s recent 
visit to Hitler’s headquarters, but the Swedish report, 
according to which the two have agreed that Roumania will 
send for the spring campaign “as much help as her general 
situation allows”, may well provide a clue, with the stress 
on the word “allows.” 


The Oil Position 


For nearly two years the Roumanian oil industry has 
been completely under German control. Nominally, control 
is exercised by a Roumanian government department, which 
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works in conjunction with a government-owned prospect} 
company. In practice, however, both are in close “ 
boration” with the Continentale Oel Gesellschaft of 
Berlin, which provides expert advice, working capital ‘and 
to some extent, drilling equipment. 

Germany’s real difficulties lay elsewhere. For one thing, 
there was the transport problem, after the severance of the 
sea route which normally carries the bulk of Roumaniay 
oil exports. The inadequacy of alternative means of trans. 
port not only held up deliveries even within the 1940 quot, 
of 1.5 million tons, but imposed a check on output at the 
wells for lack of storage facilities. It appears that the 
transport question has in the meantime been largely solve 
by pipeline improvements, increasing the loading capacity 
at the Danube ports, increasing the Danube tanker flee, 
quicker turn-rounds and the reorganisation of railway 
deliveries. Moreover, since the beginning of the Russian 
war, a substantial part of the deliveries go directly to the 
east, and whether this simplifies the transport problem ag; 
whole or not, it certainly relieves congestion on the west. 
bound traffic. 

Germany had to contend, however, with a second diff. 
culty—declining production. In the early months of the war 
British and French interests were blamed for deliberately 
slowing up production, and Germany’s first act, almost, 
when. gaining economic control over Roumania was to raise 
the export quota for Germany to three million tons, double 
the previous figure, while German experts were to steep up 
production. However, these efforts have proved fruitless ; no: 
only could output not be raised, but it continued to dwindle 
The truth is that the yield of the wells has been declining 
ever since the peak output of 1936, for the simple reason 
that the oil reserves are beginning to give out. Various 
estimates published before the war put the known reserves 
at between 30 and 60 million tons ; these have since been 
drawn upon to the extent of four years’ output. 

Production, export and home consumption in the last 
three years were as follows :— 


(In thousand tons) 
Internal 
Production Export Consumption 
ee 6,240 4,175 1,785 
a 5,750 5,530 1,850 
eee 5,250 3,100 1,700 


With the present reduced crude output, the refining in- 
dustry is working considerably below capacity. Last year’s 
refinery production was 4.8 million tons (crude), compared 
with an average of eight million tons in 1934-38 and a total 
capacity of about 11 million tons. Refinery yields are con- 
siderably below those obtained in the American industry. 
= is the quality of Roumanian aviation fuels and lubricating 
oils. 


Land of Electricity ? 


[FROM OUR GENEVA CORRESPONDENT] 
February 24th 


SWITZERLAND, “ the land of electricity,” is a slogan which 
sounds odd nowadays when, owing to the lack of water, 
the general consumption of electric force has had to be 
reduced by about 30 per cent., and the situation is becom- 
ing worse every day. Last summer was not warm enough 
to melt the snows on the higher mountains and rainfalls 
were abnormally scarce in autumn, so that when winter 
began the lakes and artificial lakes level was at least 50 pet 
cent under the average. Cold arrived early and, owing 
the frost which has not ceased since Christmas, the wate 
reserves are dwindling to such an extent that drastic 
measures had to be taken to assure the necessary force 
industry, The Government had to curtail street lighting 
during the hours before and after the blackout, to limt 
to 48 hours a week the use of electric boilers, to prohibit 
the use of heating appliances, to reduce the train and tram- 
car services, and even to urge industrialists to save at least 
25 per cent of the force they usually employed. Swiss 
radio stations have even cut down the length of their broad- 
casts. As wintry weather continues unbroken and is likely 
to last for some time longer, no improvement in the situ 
tion can be expected before the middle or end of 

It is easy to realize what that means for Switzerland 
where, with a population of 4 million, there are 900,000 
electric engines of all types, 14 million lamps, 160,00 
electric cookers, §90,000 wireless sets, 500,000 electrit 
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poilers ; where eight houses in ten are electrically lit ; and 
where there are nearly 3,300 miles of electrified railways. 
To supply them Switzerland possesses 350 hydro electric 

wer plants whose aggregate production totals 7.1 milliard 
kilowatt hours, of which between 1? and 2 milliards are 
exported, and whose total power represents 310 million 
hp. In 1914, the comparative figures were 2 milliard kilo- 
watt hours and 1 million h.p., which shows the progress 
achieved during the past 25 years, in the course of which 
2 milliard francs—or an average of 80 millions a year— 
were spent on the construction of power plants and the 
establishment of transport and distribution lines for electric 
power. ‘ a Be 

The increasing rise in the use of electricity for industrial 
and domestic purposes, as well as the present dearth, have 
led to the setting up of new schemes providing for the 
building of new powerful hydro electric plants. Two big 
plants are now under construction, one at Innertkirchen in 
the Bernese Oberland, the other at Verbois on the Rhéne 
near Geneva, and they are expected to be working—partly 
at least—next autumn. Meanwhile, the Swiss Association 
of Electricians has worked out a ten-year plan involving 
an expenditure of 650 million francs and providing for the 
construction of huge water reserves in various Alpine 
valleys, apart from the important artificial lakes to be 
created in the Reuss valley, Val Blemio and Val Maggia. 
Though no decision has so far been taken in regard to that 
scheme, it is supported by the Government, which is only 
too willing to start big public works in order to check the 
probable rise in unemployment during the coming years, 
and especially when the war is over. ; 

Hydraulic engineers had estimated at 4 million h.p. the 
water power of Switzerland; some 3 million had been 
exploited up to the end of 1939, and the probable adoption 
of the Ten Years Plan will raise that total very near to the 
4 million h.p. available. That would enable Switzerland, 
not only to disregard water famines such as the present 
one, but also to give a new stimulus to her industries. 


Books and 


Publications 


Shorter Notice 


“A History of the Ukraine.’’ By M. Hrushevsky. 


It was incorrectly stated in The Economist of March 7th, 
om page 314, that this book was published by the Cambridge 
University Press. In fact, it was published by the Yale 
University Press, and is handled in this country by the 
Oxford University Press. Price 24s. net. tad 


Books Received 


Plan for Africa. By R. Hinden, 
224 pages. 7s. 6d. net. 
Wartme Control of Prices. By C. O. H: ( ‘ 
C ces, ». O. Hardy. (Lond F; 
and Faber. 216 pages. 2 net, a Soe 
Economic Control of Iron and Steel Works. By F. L. Weyen- 
berg. (London) Chapman and Hall. 332 pages. 253. net. 
The Swedish Collective Bargaining System. By P. H. Norgren. 
(London) H. Milford. 337 pages. 20s. net. 7 
We Have a Future. By N. Thomas. (London) H. Milford. 
236 pages. 15s. 6d. net. ; 
Nazi Europe and World Trad 2 i 
1 e By C.. Lewis. 
Faber and Faber. 200 pages. 10s, net. 
The ——- Ee Sn and Public Policy, 1789- 
- By J. G. B. Hutchins. (London) H. Milfo 
a eS (London) Milford. 627 
artallty, 1941. By H. B. Whiteman, Jr., Undergraduate Prize 


: Yale University. (London) H. Milford. 71 pages. 6s. 


(London) Allen and Unwin. 


(London) 


League of Nations: World } 
: Economic Survey, 

. (London) Allen and Unwin. 275 pages. 7s. 6d. 
wa and the Social System. By A, Guirdham. (London) 
ser en and Unwin. 239 pages. ros. 6d. net. 

“n Introduction to Political Economy. By V. W. Blad 
(London) H. Milford. 299 pages. sen 06; Om oy 


Excess Profits Tax. By C. L. King and M. Moore: Cumu- 
ative Supplement containing the Finance Act, 1941. 
(London) Butterworth, 44 pages. 
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Basic Industries 


Tue annual reports of leading German industrial concerns 
suggest that the greater part of the programme of expand- 
ing capacity was completed during 1941. For the second 
year in succession, reports almost generally indicate that the 
replacement of machinery had to be postponed. Output in 
the coal-mining and iron and steel industries was probably 
maintained at the level of 1940. The output of lignite, 
largely used in the generation of electricity and as raw 
material for synthetic petrol, increased. The production of 
synthetic rubber, textile fibres, plastics and light metals 
probably exceeded the record figures of the previous year. 
Further expansion depends on the necessarily slow con- 
struction of electric power stations. Germany’s basic indus- 
tries thus seem to have reached virtually the limit of expan- 
sion under present conditions. It may, however, be possible 
that the admunistrative unification of the German and 
Polish Silesian coal area, of the Saar territory and French 
Lorraine, and of the lignite area in central Germany and 
the Sudetenland, which was completed during 1941, will 
result in somé increase in the output of coal, iron and steel 
during the early months of 1942. 

The main difficulty in Germany’s basic industries is the 
shortage of labour, particularly of skilled labour. There is 
hardly any coal-mining report which does not point out 
difficulties in the supply of labour. Skilled German miners 
were called to the colours in tncreasing numbers last year, 
and were replaced by foreign workers, mainly from eastern 
Europe. The iron and steel industry, on the other hand, laid 
stress on difficulties in the supply of coke. The actual output 
of coke increased considerably ; but one of the main objects 
of the Four Year Plan was self-sufficiency in the production 
of pig iron from German low-grade iron ore, which requires 
considerably greater quantities of coke. Iron and steel 
concerns report that during 1941 the percentage of German 
low-grade iron ore used in blast furnaces was _ still 
increasing ; new capacity which had been built for the use 
of German ores came into operation. Costs of production 
were thus still rising. 

The coal and iron industries in German-occupied coun- 
tries returned to more normal conditions during 1941. But 
not one of the occupied countries reached pre-war output 
figures. It can be roughly estimated that, at present, Greater 
Germany, including the Polish provinces, Lorraine and 
Luxemburg, produces two-thirds of the steel output of the 
entire continent and three-quarters of the total coal output. 
In other words, Germany now holds a virtual monopoly. 
“Industrial collaboration” largely depends on German 
supplies of coal and iron and steel to manufacturing indus- 
tries in occupied countries. 

The limits on the capacity of the basic industries of 
German Europe are obvious. By conquest, Germany suc- 
ceeded in concentrating Europe’s coal and iron and steel 
industries within her new boundaries. This new concentra- 
tion of industries, however, was drained of manpower last 
year by the prolonged war against the Soviet Union. 
Germany was forced to import workers from occupied and 
dependent countries, which inevitably impedes the full 
exploitation of the capacities of the countries they are 
taken from. Scattered figures published in France, Belgium, 
Holland, Hungary and Roumania show that the basic indus- 
tries of all these countries have experienced difficulties in 
the supp!y of labour. More workers are needed if output is 
to be maintained. 

It has frequently been suggested that the location of 
industries in Germany has been drastically changed since 
the beginning of the war. Germany is credited with the 
successful transfer of whole industries from the west to the 
east. But there is no evidence to support this. The facts 
which can be gathered from German publications, particu- 
larly from the formation of mew concerns, suggests a 
different conclusion. It is the new capacity which has been 
constructed since the beginning of the war that has been 
located in central and eastern Germany—synthetic oil 


plants and chemical works in the Sudeten area and Silesia ; 
and aircraft and tank factories in Austria. The important 
manufacturing industries in the Ruhr area and in Southern 
Germany have not been moved. In fact, after the collapse 
of France, the evacuated industries of the frontier zones at 
sites, 


once moved back to their old Upper Silesia, 





THE ECONOMIST 


German Europe 


March 28, 1942 





the Olsa territory and Dombrowa, a _ huge industrial 
area now under unified German administration, is gj 
largely a coal, iron and steel producing area, which the 
Germans intend to develop into a second Ruhr area, After 
some reluctance, the leading German concerns are poy 
setting up subsidiary companies in Silesia. Krupp, fo 
example, has founded the F. Krupp Schlesische Industry 
GmbH. But the wartime development of this area is almost 
exclusively in the hands of the state-owned concerns, par. 
ticularly the H. Goering works. 

There are many signs that Germany’s main interest jp 
the Danubian countries is the forced establishment of syb. 
stitute industries. Cellulose and artificial textile fibre plants 
are being constructed in Hungary and Roumania, Ip 
Roumania, preparations have been made for the manufac. 
ture of synthetic rubber from natural gas. The Otto Wolf 
concern founded the Ferro-Wolff AG in Agram ; imports 
of machinery for Croatia and exports of agricultural produce 
are the main objects of the company. The concerns cop. 
trolling the foundation of substitute industries in the eas 
collaborate at the same time with French and Belgian 
groups for the expansion or construction of substitute 
capacity in western Europe. 

It may safely be assumed that some of these plans will 
remain on paper. Two main obstacles, the shortage of labour 
and inadequate transport communications, will prevent their 
completion during the war. At present, industrial activity 
has chiefly been concentrated within the boundaries of 
Greater Germany. The occupied countries have become 
accessories or sub-contractors. A glance at the economic 
map of the continent, however, shows that the administra- 
tion of the most important industrial areas of occupied 
Europe has been profoundly changed. Some areas are now 
under direct German administration ; others are controlled 
by German cartels or continental companies ; German state 
companies, such as the H. Goering Works, and semi-state 
organisations, such as the numerous firms owned by the 
German Labour Front, are leading in the control of foreign 
industries. 





* 


Concentration and Rationalisation—Recently there 
has been some opposition to the extreme concentration of 
industries as well as to rationalisation. Indeed, German 
industry would seem to have reached the limit of concen- 
tration. Any further concentration of armament orders in 
the most efficient factories would mean a further transfer 
of workers to places where housing conditions are already 
quite inadequate. The only appreciable possibilities are in 
another direction. Successful industrial collaboration with 
occupied countries enabled Germany to keep a considerable 
part of its civilian industries going. Now the needs of the 
production programme demand the use of every available 
worker and al] available capacity ; the problem is no longer 
to comb out civilian industries for workers, but to convert 
a considerable part of these industries bodily to war pro- 
duction, which has the advantages of leaving the workers in 
situ and bringing into military use machinery that was 
formerly used for non-military purposes or thrown idle. 
The Order Bourses, which have been instrumental in the 
sub-contracting of war orders, initiated this new move. At 
the same time, the smaller firms, having lost orders since 
the new concentration began, are trying to combine in such 
a way that they will be able to take on war orders again; 
it seems that so-called “manufacturer rings” are the 
favourite method whereby the resources of several firms art 
combined by founding a new firm, and this new “ head 
firm” is able to take large orders, which can then be dis 
tributed among the member firms. 

* 


Fixed Prices.—It is estimated that roughly 30,000 dif- 
ferent articles are supplied to the German Wehrmacht; 
fixed prices have been established for 300, and this number 
will be increased to 1,000 by July 1st. The “ working staff 
established in the High Command of the Wehrmacht 3 
now the sole arbiter for fixed prices ; it decides to which 
price group a factory belongs. Difficulties have been ¢ 
countered in fixing prices for manufactures in whose pi 
duction sub-contactors, participate. The German pres 
reports that firms are eager to belong to the lowest price 
group. This may be true, because a firm which is placed @ 
the lowest price group is entitled to the whole profit. 
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THE BUSINESS WORLD 


Oil Company Shares 


INCE Japan occupied some of the world’s richest 

primary producing areas in the Far East, there have 
been two diametrically opposed schools of thought on the 
question of the appropriate Stock Exchange valuation for 
the shares of “blitzed” companies and industries. The 
first is, broadly, that prices should be highly selective, on 
the basis of the facts of war geography. For example, where 
a product as indispensable as oil and petroleum is concerned, 
supporters of this view maintain that, while the securities of 
companies physically in the war zone should be valued 
somewhere near a break-up figure till the end of the war or 
the reconquest of their territories (whichever is the earlier), 
the shares of other producers situated well away from the 
scene of hostilities should, if anything, be written up, 
because the demand for their product will be even more 
urgent than before. The opposite school maintains that, in 
the last resort, companies all over the world are in much 
the same boat so long as the main issue of the war remains 
undecided. ‘There are no “ safe areas” to-day. Only a few 
months ago, the markets were valuing Eastern rubber, tin 
and oil shares on the basis of ample distance from the scene 
of operations. But given the rapidity with which the war is 
engulfing one area after another, the only place likely to be 
100 per cent immune is (inappropriately) Mars. On this 
reasoning, the shares of oil companies operating in the 
Americas may command a limited—but only a limited— 
premium over those whose fields are actually in or near 
enemy hands. Investors with the courage of their convictions 
should, it is argued, regard “ submerged ” Eastern producers 
and, say, electrical undertakings in Birmingham as being 
almost equally bad risks if the war is lost, while the former 
will be the more promising “ recovery equity ” on an Allied 
victory. 

In fact, the market, quite properly, has steered a middle 
course between these two extreme views. With a few 
exceptions, oil company shares have fallen in price since 
Japan entered the war, but those of companies nearest 
hostilities have fallen most. Until Axis progress is halted, 
the oilfields of the South Pacific and Burma are obviously 
outside the Allied orbit, and those of Persia and Iraq are 
war-threatened. But the Americas still maintain a relative 
isolation, and the war would have to be going ill indeed if 
they were brought into the first line of operations. Whether 
shares in oil-producing concerns, even there, however, are, 
at this juncture, appropriate media for investment, unless 
itis frankly speculative, is another question. It is one of 
the minor ironies of this most baffling of all wars that the 
status of the producers of the most indispensable of its raw 
materials should almost invariably be a function, at this 
time, of conditions which have little or no direct relation- 
ship to world demand. The conditions making for uncer- 
tainty, from the investor’s viewpoint, vary with almost every 
company, but their effect in each case is to make a con- 
servative dividend policy highly probable. 

To take the largest British undeftaking first, it is hardly 
to the point to argue that the properties of the Royal Dutch- 
Shell group, lost or threatened in the East, produced about 
one-quarter of the group’s peacetime output, whereas the 
market price of Shell £1 units have dropped by more than 
40 per cent since Japan came into the war. Measurement in 
terms of any historical price figure is fallacious ; estimation 
must be based on the group’s prospects, pure and simple. 
Even in prosperous days, conservatism was the hallmark of 
Royal Dutch-Shell finance. To-day, the group is faced with 
the Prospect, not only of a substantial immediate loss of 
farning power, but of the necessity of undertaking heavy 
Capital expenditure to restore its properties after the war. 
Even then, there will be a considerable time lag before any- 
thing like full pre-war earning power can be reinstated. 
Already, Shell ordinary dividends have been cut to 5 per 
cent free of tax from a pre-war figure of 20 per cent free of 
tax. If the directors decided to conserve their wartime 

quid resources entirely, and suspended dividends, who 
could criticise them ? 


Among other large British producers, Burmah Oil, 


supplier of the Indian market, has lost its refinery at 
Rangoon and its oil-bearing areas farther north are 
threatened by the enemy’s advance. In these circumstances, 
the directors may deem the retention of all available cash 
resources imperative. Anglo-Iranian Oil, whose profits have 
been halved since the war and whose dividend has been 
reduced from 20 per cent to § per cent, is farther from the 
scene of immediate hostilities, and its political environment 
has been improved by the Anglo-Russian occupation of 
Persia. But the shares of any producer in the Near East 
must inevitably carry a considerable war risk, given the 
present position and reputed intentions of the German 
armies. 

If investors turn their attention to the New World, the 
United States is, so far as they are concerned, a closed 
market. Mexico, represented on the London Stock Exchange 
by the traditionally speculative shares of Mexican Eagle, 
affords an opportunity for those who wish to gamble on the 
possibilities of whole or partial restoration of the expro- 
priated foreign ownerships. That “ risk,” however, is for the 
specialist, not the ordinary investor. The most important 
area where British companies are well established and 
actively producing is Trinidad. Here, a number of pro- 
ducers are paying satisfactory dividends, and, for obvious 
reasons, they are being pressed to increase their output to 
the utmost. Little, if any, of the financial fruits of their 
increased activity and the more rapid depletion of thei 
oil resources, however, is likely to be passed on to share- 
holders. The extent of the burden of taxation is exemplified 
by the experience of one of the most progressive of these 
companies, Trinidad Petroleum Development, which out of 
current earnings is first required to pay the Trinidad 
Government a special wartime “ cess ” based on production. 
The residual profits bear local income tax, British excess 
profits tax at 100 per cent of a pre-war standard which, after 
all adjustments, remains highly unfavourable, and, finally, 
income tax at Ios. in the £, subject to Dominion tax relief. 

In Central and South America, the Canadian-registered 
British Controlled Oilfield has important and extensive 
rights, inter alia, in Venezuela. The company, however, has 
paid no dividend, and neither its preferred shares nor: its 
common voting trust certificates come within the present 
range of the general investor to whom near-income prospects 
are a consideration. Venezuelan Oil Concessions is the most 
important British-owned producer in Venezuela, and its 
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output, under Royal Dutch-Shell management, has been 
increasing through the past decade. Taxation, however, :s 
an important factor, and any substantial increase in the 
dividend, which was reduced from 22} per cent to 16} per 
cent four years ago, seems improbable in present circum- 
stances. Another Venezuelan company, Ultramar, is in the 
development stage, and, until a profit and loss account is 
forthcoming, investors cannot be certain whether the rapid 
increase in the price of its shares in a relatively narrow 
market has left them dear or cheap, on a long view. Finally, 
Anglo-Ecuadorian Oil and, in Peru, Lobitos are well- 
established and progressive concerns, but the yield on their 
shares, at current prices, can scarcely be called generous for 
an extractive industry carried on overseas. 

The table opposite suggests that, having regard to the 
limitations discussed in preceding paragraphs, the present 
level of prices for oil shares as a whole, even after the falls 
of the last. three and a half months, appears to be dis- 
counting future possibilities rather than current income 
prospects. 

With few exceptions, the oil share market would seem 
to have only limited attractions at the present level of 
values for investors proper so long as the war lasts. Re- 
garded as “recovery equities,” the shares of many of the 
largest concerns may well eventually hold out interesting 
prospects, The difficulty is that one is hardly able to assess 
those prospects now. Investors without inside knowledge 
may well deem it prudent to wait until the outlook is a 
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Latest Year st | 
hs | | (9%) 
Company (and last | | Sten k | cn 
Balance Sheet Date) Earn Divi- De Wook) | Dec. 5, Basses Last 
(°2) 7 in ated } 1941 m4 Price ye 
| | 
Shell Transport (Dec. 31, '40)' 5-31 5t | 20 65/ 40 | 2-50 
Burmah Oil (Dec. 31, 40) ...| 16-5 15 20 67/6 32/6 9-23 
Anglo-Iranian (Dec. 31, *40) 6-4 5 20 | 59; 3 9/4) | 9-54 
Companies in Trinidad : | 
Apex (Trinidad) (Sept. 30,'41)) 41-4 30 5 | 28/3 28 5-% 
Trinidad Central (Dec .31,’40)) 19-0 | 7 10 | 8/3 1/9 | 943 
Trinidad Leaseholds (June | 
ee lak. cark so | 37-2 15 20 | 66/3 61/6 | 4-44 
Trinidad Pet. Development| 
Sc WED anc +0060: 0.02 17 -2 15 20 | 67/6 65 44) 
United Brit. Oil (Dec. 31, °40)| 6-5 7: | 6/8 8/74 U9 | 6-45 
In Venezuela : | 
V. Oil Concessns. (Dec. 31,’40)) 15-3 16} 13/4 36/3 35, 6:38 
British Controlled Oil (Dec. | } 
DMR Sinpomisecssesnst 2M Nil | $5 | aa] ao] .. 
Ultramar (Dec. 31, '40) ..... } t 10 38, 53/6 t 
In Ecuador : | j | 
“—e; Ecuadorean Oil (Dec. | | 
Re Cy aac ne 17-6 10 | 20/- | 26/9 | 24/9 | gg 
: Peru: | | 
Lobitos (Dec. 31, '40) ...... 30:8 | 10 | 20/- | 40/ 35/74 | 541 
| | | 
* Not allowing for Dominion tax relief, where snniie: ible 
+ Free of Tax. t No profit and loss account yet issued. 


little clearer before substantially increasing their stake in a 
market which may have further vicissitudes to endure before 
the day of Allied victory. 


Finance and Banking 


Warships Week Imperturbability 


Despite its smashing of records, riddling of bullseyes 
and passing of targets, London’s Warships Week has left 
the banking position and the money market curiously un- 
disturbed. At no time has the disturbance to credit been 
sufficient to force the market to seek special assistance from 
the Bank of England—and this despite the fact that most 
of the clearing banks have been making up during the week. 
The authorities, no doubt stung by the memory of the 
difficulties experienced by the money market during 
London’s War Weapons Week, decided that there should 
be no cause for complaints on the score of stringency this 
time, and throughout the week the credit position has been 
kept in a state of almost abnormal ease. The payment of 
some £60 millions in respect of vested Canadian securities 
at the beginning of this week helped the position greatly. 
In addition, the banks had no Treasury deposit receipt pay- 
ments to make this week, while the maturities, after allowing 
for £10 millions of prior encashments, amounted to £40 
millions. Most important of all as an equilibrating factor 
in this week’s exceptional disturbances of the credit position, 
was the further prior encashment of TDR’s by the clearing 
banks. Some measure of these encashments should be pro- 
vided next week, with the publication of the national debt 
return covering the month of March. It is probable that 
the greater part of the huge total subscribed to Government 
loans during the past week will be found to have been 
financed by the maturity and encashment of TDR’S. If to 
this be added the contribution to the Warships Week total 
provided by the reinvestment of funds liberated by the last 
Vesting Order on Canadian securities, the achievement of 
this week, commendable though it may be, will be seen in 
somewhat truer perspective than is provided by the mere 
totals. 


* * * 


The Bank Return 


The surprising ease with which Warships Week has 
passed is well reflected in the Bank return showing the 
position on Wednesday afternoon—by which time some 
£100 millions had been subscribed towards London’s target 
figure of £125 millions. Despite the drain on bank cash 
which this would suggest, the banks’ deposits at the Bank 
of England stood at the exceptionally high level of 
£156,824,000 at that moment. This represented an increase 
of £19,880,000 on the figure for the previous week and 
readily explains the abundance of credit in the money 
market and the readiness of all the clearing banks to buy 
bills freely from the market even on their making-up days. 
The market, in fact, reports that, despite the heavy 50 per 
cent allotment which it obtained at last week’s tender for 
Treasury bills, it has been unable to satisfy the banks’ 





demand for bills. Most discount houses have allowed their 
portfolios to run off appreciably during ‘the week, and their 
cash position has been so comfortable that balances have 
been occasionally offered by them. The main factor in 
easing the position has been the increase of £19,615,000 in 
the Bank of England’s holding of Government securities. 
This probably represents ways and means borrowing, and 
suggests that the clearing of balances due from the banks 
to the Exchequer in respect of their own and their cus- 
tomers’ subscriptions to Government loans has been either 
staggered or delayed. No other explanation would satisfac- 
torily explain the manner in which the huge amounts sub- 
scribed during Warships Week have been ignored and have 
had to be supplemented by Ways and Means borrowing. 
The note circulation continues its steady climb. It gained 
£844,000 during the past week, thus reaching the new high 
record of £755,067,000. 


* * * 


Silver and Rupee Exchange 

The Bombay silver price, which last week reached a 
peak of Rs 80} per 100 tolas, broke sharply to Rs 76 Ij 
at the end of the week, but has since been climbing again 
and has touched Rs 783, which is the equivalent of a London 
quotation of nearly 35d. per standard ounce. The Govern- 
ment of India continues to hold its hand in the Bombay 
market, but has again sold in London in the minute quan- 
tities required to satisfy genuine industrial demand in this 
market. The London quotations for both spot and forward 
have remained unchanged at 234d. The renewed rise in 
the Bombay price has reawakened some apprehension about 
the possible consequences of the continuance of this move 
ment on the rupee exchange. It is true that, if the Indian 
price for silver reaches about Rs 109 per 100 tolas, the point 
will have been reached at which the bullion contents of the 
11/12ths fine rupee coinage will be worth more than their 
nominal value. But it does not follow that, even if this 
high price is reached, the exchange rate of the rupee 
have to be adjusted as it was in the early 1920’s, when the 
rupee appreciated to over 2s. in the wake of the rising price 
of silver. The position is fundamentally different to-day. 
In the first place, the whole rupee coinage is in process of 
being reminted to a fineness of 500/1,000, which means that 
the open market price would have to rise to Rs 200 per 100 
tolas before reaching melting point for this part of the 
currency. Even more convincing is the fact that the Reservé 
Bank now has the right to issue notes of small denomina- 
tions. If, therefore, the Bombay silver price were to rise 
to the bullion parity of rupee coins such coins would un- 
doubtedly tend to disappear into hoards. But they could 
be readily replaced by paper currency, and the rupee rate 
of exchange would not on that account have to be moved 
from its present anchorage of 18d. 
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It will, however, be wise to bear in mind the monetary 
ts of the change in India’s status which is at present 
being discussed. Although the basis of the rupee ratio 
controversy disappeared when sterling left the gold stan- 
dard, it must not be assumed that the intensively vocal and 
active school of thought in India which has clamoured for 
a return to the traditional parity of 16d. is dead. The issue, 
involved as it is with important vested interests and carry- 
ing with it memories of bitter politico-financial contention, 
may flare up into prominence again. It is very much to 
be hoped that the interests and activities of Indian politi- 
cians, even if they are to be given free play with currency 
matters, will find more constructive scope than any such 
arbitrary tampering with the rupee exchange ; but one 
should be prepared for some intensive lobbying by the 
“16d. traditionalists.” 


* * * 


Bank of England Profits 


The considerable increases in the turnover of business 
handled by the Bank of England and in the investments 
held by the banking department hardly affect the even tenor 
of the Bank’s profits. At the half yearly general Court, held 
towards the end of last week, it was announced that the 
profit for the half year amounted to £438,768, compared 
with £437,199 for the previous half year. After deducting 
tax at ros. in the £, £436,590 is required to meet the net 
outlay of the traditional 6 per cent actual halt yearly divi- 
dend. The declared profits of the Bank have over a long 
period of years been kept close to the amount required to 
meet the 6 per cent half yearly dividends, after payment 
of tax. There is evidently a considerable measure of man- 
agement in this stability, given the considerable fluctuations 
that have occurred—especially since the war—in the earn- 
ing assets and the experditure of the Bank. 

* * * 


Far East Bank Dividends 


After the recent statement from the Hongkong and 
Shanghai Banking Corporation that no announcement re- 
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garding a final dividend for 1941 could be made in view 
of the prevailing uncertainties, four other Eastern banks 
have cut their dividends: They are the National 
Bank of India, which has reduced its interim from 8 to 
6 per cent, and the Mercantile Bank of India, whose second 
interim of 3 per cent is to be the last distribution for 1941, 
making 9 per cent for the year against 12 per cent paid for 
1940, the Chartered Bank, whose distribution has fallen 
from Io to 7} per cent, and the Eastern Bank, which is pay- 
ing 43 per cent for 1941 against 6 per cent for 1940. All 
these banks are in an exceptionally strong position. For 
many years past they have ploughed back into reserves— 
both hidden and published—far more profits than they have 
distributed. Their profits for 1941 would have easily 
sufficed to repeat the previous year’s distributions. 
Yet the cuts in their dividends must be deemed a 
wise and conservative move. For the time being, some of 
their earning power has disappeared, while some of it is in 
danger. In the circumstances the standing of the banks in 
question can only be strengthened by the dividend policy 
which they are pursuing. 


* * * 


British Insurance Looks Ahead 


An important address was delivered before the 
Insurance Institute of London on March 16th by Mr 
Arthur E. Morgan, the President of the Institute. Mr 
Morgan’s speech falls into two parts—the first a record of 
some of the work which British insurance is doing in the 
furtherance of the war effort, the second a plea for pre- 
planning its part in post-war reconstruction ; and in both 
the emphasis is on co-operation—co-operation within the 
market, with the Government and with the American in- 
surance industry. The war has brought the various sections 
of the British market together for common effort in many 
directions, and numerous committees composed of repre- 
sentatives of the tariff companies, the independent com- 
panies, and Lloyd’s have been established. Most important 
of these is the Trading with the Enemy Joint Insurance 
Committee, which, through the Ship Warrant Scheme and 
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Savings Bank Balances 150,553,865 

Note Issue Department 77 144,818 

Rural Credits Department ... 2,389,454 

Other items eee 19,795,546 

£380,635,862 


A. H. LEWIS, Manager. 
London Office: 8 OLD JEWRY, E.C.2. 
Also at AUSTRALIA HOMSEK, STRAND, W.C. 


REFUGE ASSURANCE COMPANY LTD. 
Chief Office: OXFORD STREET, MANCHESTER, 1 



















ANNUAL INCOME EXCEEDS - = £13,000,000 
ASSETS EXCEED - - - £77,000,000 
CLAIMS PAID EXCEED - - £140,000,000 






(1941 Accounts) 





NATIONAL BANK OF 
LIMITED. 

Bankers to the Government in Kenya Colony and Uganda. 

Head Office: 26 BISHOPSGATE, LONDON, E.C.2 


INDIA 


BRANCHES: 
Aden and Delhi Tuticorin 
Aden Point Kandy Zanzibar 

Amritsar Karachi Kisumu Kenya 

Bombay Lahore Mombasa Colony 

Calcutta Madras Nairobi Britis 

Cawnpore Mandalay Nakuru E.A. 

Chittagong Nuwara Entebbe ) 

Cochin (S. India) Eliya Jinja + Uganda 

Colombo Rangoon Kampala } 
Dar-es-salaam Mwanza Tanga ... Tanganyika Territory. 

SUBSCRIBED CAPITAL £4,000,000 

PAID-UP CAPITAL £2,000,000 

RESERVE FUND £2,200,000 


The Bank conducts every description of Eastern Banking business, 
Trusteeships and Executorships also undertaken. 








THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 


(incorporated in the Colony of Hongkong. The liability of members 
is limited to the extent and in manner prescribed by Ordinance 
No. 6 of 1929 of the Colony.) 

AUTHORISED CAPITAL - - . = $50,000,000 
ISSUED AND FULLY PAID-.UP . = $20,000,000 

STERLING - - = £6,500,000 
RESERVE FUNDS | joncKONG CURRENCY $10,000,000 
RESERVE LIABILITY OF PROPRIETORS $20,000,000 


Head Office, HONGKONG, 
temporarily transferred to 

LONDON OFFICE, 9, Gracechurch Street, E.C.3. 
Acting Chief Manager: A. Morse. 


BRANOHES AND AGENOIES THROUGHOUT INDIA AND 
THE FAR EAST, Ete. 


HONGKONG & SHANGHAI BANK (TRUSTEE) LIMITED 
9 Gracechurch Street, E.C.3, a Company incorporated to England and 
an affiliate of The Hongkong and Shanghai Banking Corporation, Is 
prepared to act as Executor and Trustee in approved cases. 
Full particulars may be had on application. 
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otherwise, has been a considerable factor in the denial of 
comfort to the King’s Enemies ; because of its high standing 
abroad it has been possible for British insurance, by with- 
holding facilities, to hamper the transport of materials 
required by the enemy, and in this a unified market has 
collaborated wholeheartedly with the Minisiry of Economic 
Warfare; it has also assisted in securing support from 
United States insurance interests, a special mission, of which 
Mr Morgan was a member, having visited Washington last 
October. Another matter in which the industry has given 
aid to the Government has been the admunistration of the 
various schemes of insurance against war risks ; the Govern- 
ment, for its part, has reciprocated by placing with the 
market its fire and marine insurances on food and supplies, 
thus avoiding a heavy fall in premium income, which could 
have been utilised by the enemy as a peg on which to hang 
prejudicial propaganda. Looking to the post-war period, Mr 
Morgan expressed the view that British insurance could 
no longer afford the extravagance of two voices, and that 
the companies and Lloyd’s should form a committee which 
in matters affecting the industry as a whole—not, however, 
such questions as rates or commissions—could speak with 
authority. And, as a further step, he advocated the creation 
of an Inter-Allied Economic Council embracing all interests, 
on which insurance should be represented, so that “in the 
planned economy to which we all look forward, those coun- 
tries able to serve, and in whatever direction they are able 
to serve having the qualities essential to that service, shall 
have their place in their special spheres.” Mr Morgan’s 
words will no doubt be closely studied in insurance circles. 
* * * 


Motor Insurance Refunds 


Following the decision to abolish the basic petrol ration, 
insurance companies and underwriters at Lloyd’s have 
announced that motorists who lay up their cars at any time 
will receive a pro rata refund of premium ; similarly, any 
policy which expires before the ration is withdrawn can be 
extended pro rata for any further period to suit the require- 
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ments of the policyholder. No doubt the majority of policy. 
holders who take their cars out of commission will wish jp 
cover fire and theft risks, the premiums for which are quite 
modest and can be taken into account in the adjustment 
between insurer and insured. The refunds, coupled with 
reduced renewal premiums, will naturally involve consider. 
able reductions in income for motor insurers in the current 
year. Hitherto, lower premiums on private car insurances 
have been largely offset by increased commercial vehicle 
business, but this position cannot be maintained in face of 
the abolition of the basic ration. 


* * * 


US Film Companies’ Sterling 


Reports have reached this country from New York 
that American film companies expect the complete yp. 
freezing of their sterling holdings by the time the present 
agreement regulating the conversion of their sterling earn. 
ings expires next November. These messages should be 
treated with the greatest reserve. There can be no doubt 
that the American film companies would iike to be allowed 
to convert the whole of their sterling balances into dollars, 
and there is equally no doubt that before the negotiations 
begin for the renewal of the agreement, a certain amount 
of lobbying and kite-flying of varying shades of tactfulneéss 
and subtlety is to be expected. The New York messages 
are the opening shots of this campaign. The reports, 
which evidently emanate from the American film interests, 
suggest that by next November, when the present agree- 
ment comes up for renewal, the eight companies concerned 
will, between them, hold sterling to the amount of about 
£11,000,000. At present, the film companies are allowed to 
convert into dollars at the official rate half their earnings 
in this country. Whether these terms will be relaxed in 
favour of the American companies in eight months’ time 
must depend upon many factors bearing on our dollar 
position which it would be unwise to anticipate so long 
in advance. 


Investment 


Warships and the Market 


Whether it was the military bands, which miraculously 
appeared to stimulate the Londoner to greater saving, or 
the efforts of spring to assert itself, the tone of the stock 
market has been a good deal brighter than most people 
dared to hope. It is true that the accepted indices show very 
small movements and that turnover has been moderate, but 
it is a surprising fact that the number of bargains marked 
in the first half of the week is rather above the average for 
the preceding two months. A good deal of this business 
has occurred in the more speculative sections, such as 
foreign rails and oil shares, while the pause in the Far 
East has encouraged some bargain hunting in tea. rubber 
and tin shares. This move is probably due as much to 
the more aggressive policy adopted by the Allies in the 
Pacific as to the rather quieter conditions prevailing over 
a large part of that field, which probably mean reorganisa- 
tion for a fresh series of efforts on the part of Japan. 
Actually, these movements in speculative stocks, like the 
slump and recovery in tobacco shares, are matters of minor 
moment. What is really interesting is the very moderate 
effect on the stock market of the huge money movements 
which are taking place. Literally, almost the sole reflection 
of them appears to be a modest demand for long-dated 
gilt-edged stocks which are, presumably, being bought out 
of the proceeds of the Canada vesting money. It is futile 
to attempt any comment on how the huge total of London 
Warships Week is composed until the floating debt figures 
are made public, but it is clear that the necessary transfers 
are being arranged with even less friction than in the past 
and, in particular, without any appreciable selling in the 
market. Incidentally, it is interesting to note that the Stock 
Exchange, having set itself a total of £6,000,000, 
looks like passing double that figure. It seems impossible 
that more than a small proportion of this can be in any 
sense contributions of members. Almost the only other 
development of the week is a slightly increased heaviness 
in “shorts,” probably a reflection of an anticipated excess 
of supply in the near future. This heaviness helps to account 
for the fact that the ex dividend minimum price of 5 per 
cent Conversion loan has been dropped from the previous 
figure of 104 to 102. The fall is, however, mainly a reflec- 





tion of the inevitable fact that, at its approaching redemp- 
tion date, this stock cannot stand above par plus accrued 


interest. 
* * * 


Informative Accounts 


The 1941 accounts of Harding, Tilton and Hartley, 
makers of the “ Van Heusen ” products, are sufficiently out- 
standing in their method of presentation to warrant speci 
mention. The profit and loss account is a very full state- 
ment, and it differentiates between provision for tax payable 
in the year 1942-43 and further provision for the previous 
period, while the meaning of these appropriations is ¢x- 
plained in the report. The balance sheet shows each class 
of fixed asset at its value on the registration of the company 
and the depreciation since provided. It also states the 
provision for future bad debts and the fraction of its total 
cash held abroad. On the other side of the account, current 
liabilities are dissected according to their nature, and include 
the final dividend provision. The principal classes of assets 
are also grouped into totals, clearly extended, so that it is 
possible to take in the situation at a glance. It need hardly 
be said that the showing is a very strong one. Nor is this 
all, for there are comparative statements of both assets 


and liabilities, and profits and their distribution, 
for the seven years since the company became 
public. The former tabulation shows for each yeaf 


total fixed assets as a percentage of total net assets, after 
deducting current liabilities and provisions. This percentage 
has fallen from 35 in 1935 to 16 in 1941. Meanwhile, 
reserves and surplus, including income tax reserve, have 
risen from 20 to 43 per cent of total net assets. The analysis 
of profits shows, inter alia, average figures for the seven 
years; the percentage obtained from various exceptio 

sources and the percentages in which the total available 
has been paid out in taxes or dividends, devoted to writing 
down assets, or placed to reserves. The presentation of these 
accounts appears to be technically excellent in almost every 
particular, a fact which is doubtless due to the circumstance 
that Mr F. R. M. de Paula, an eminent authority on 
accounting, last year became joint managing director of the 
company. If there is one criticism of them, it is that, while 
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ear by year—until wartime restrictions reversed 
eee the widien of fixed assets fell as steadily. 
- seems to indicate growing secret reserves due to an 
ynder-estimation of published profits. If this is the case, it 
is in accordance with the best practice of the past ; but there 
. owing doubts as to whether a more liberal inter- 
= Sion of published earnings would not be in the public 
interest, and in the long run in that of the proprietors. That 
any undervaluation which may have occurred has been 
slight arises from the nature of the business, and does not 
iter the fact that a similar procedure would in some cases 
considerably distort the true position. 


* * * 


Tobacco Scare 

The market has this year been singularly free of pre- 
Budget influences, so far, but one of the principal move- 
ments of recent weeks has been a sudden fall in the prices 
of some of the leading tobacco shares, on the rumour that 
supplies were to be cut as part of plan for saving shipping. 
The fall has to a large extent been made good on the 
announcement by the Control that nothing was known of 
any such intention, but uncertainty remains. It is, of course, 
the fact that the import of tobacco takes up shipping space, 
and, although the amount involved is relatively small, no 
possible saving ought to be neglected in the present situation. 
The Government has, however, hitherto always argued that 
certain luxuries, including beer and tobacco, should be 
supplied in ample amounts, and this policy has had the 
enthusiastic support of the Exchequer, since these two 
commodities furnish one of the easiest means of “ painless 
collection of large amounts of revenue. There is, thus, no 
need to look for a curtailment of supplies unless the 


—_—_— 


























PRICES | DiviDENDS 

High Low Clése | 10-Year Last | Yield 

1941 1942 | Mar. 25 Average Year | % 
British American. .| 106/3 71/10} | 74/44 | 19-29¢ | 14-59¢ | 3-923t 
Carreras “A” . } 125 103/9 | 102/6 20 -46* 27 -50 5 -365 
Gallaher..... | 122/6 110/- 109/44 22-65 27 -50 5. 028 
Godfrey Phillips 39/9 35 32/6 10 -04 10 -00 6-299 
Imperial Tobacco 135/74 117/6 125/74 22 -20T 17 -50T 2 -786t 
United Tob. (Sth.)} 92/6 77/6 77/6 32 58 36 -67 4-732 
SE iesa Tiinanestscdibemesinntinammmas! coal 

¢t Tax free. * On present capital. 


authorities see, in the present straitened circumstances, a 
sufficient reason for a drastic revision of policy. As to the 
possible effects of additional taxation on tobacco, the facts 
are that rising consumption has gone hand in hand with 
tising prices. With the wage bill still mounting, and many 
forms of expenditure curtailed, or threatened with reduction, 
it seems very probable that the demand for tobacco will 
temain very inelastic. This is the more probable since the 
smoking public is prepared to accept substantial variations 
in the character of the goods supplied as well as in their 
cost. The accounts of the larger concerns, up to last autumn, 
showed on the whole that profits had been well maintained. 
Statements of Gallaher and Godfrey Phillips for the 
calendar year tell a similar story and stress the rise in turn- 
over. Gallaher, who have suffered severely from enemy 
action, show only a modest decline in earnings. The table 
shows the position of the leading companies operating at 
home and also of BAT and United Tobacco South. It will 
be seen that the dividends still show an improvement over 
the ten-year average in most cases and that the yields 
discount further progress. 


Company Notes 


Cammell Laird and Baldwins 


It is unfortunate that the accounts of many leading 
heavy industrial companies have become significantly less 
informative since the outbreak of war. The moderate fall in 
Profits after tax for Baldwins, and after tax, depreciation and 
contingencies for Cammell Laird, shown in the full accounts 
% both concerns for 1941, provides little indication of the 
Movement of gross earnings. After provision of £40,000 
against nil for retrospective repairs, available earnings of 
~ammell Laird, whose preliminary statement was discussed 
in The Economist of March 7th, are down from £241,852 
to £186,548, representing 21.0 against 23.7 per cent. General 
feserve receives £100,000 as before and the carry forward is 
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reduced from £104,813 to £102,611. The 10 per cent divi- 
dend on ordinary capital is repeated by both Cammell Laird 
and Baldwins, and in the latter case the cover is raised from 
10.1 to 10.8 per cent. As in the previous year, there is no 
transfer by the latter concern to reserve and the carry 
forward is some £10,000 higher at £54,272. With an im- 
provement in profits after tax from £602,502 to £676,950, 
Guest Keen Baldwins, controlled jointly by Baldwins and 
Guest Keen and Nettlefolds, is able to restore the payment 
of § per cent on ordinary shares, which received nothing in 





Years ending December 31 
Baldwins Cammell Laird 
1940 1941 1940 1941 


£ 4 £ 4 

Profits after tax* ..... 360,411 341,645 266,115 248,981 
so vate kos sale'g 5,863 5,840 2,549 2,762 
Depreciation ......... 150,000 150,000 oe 40,000 
Debentures and sinking 

Go ok eres cua os = ee 21,714 19,670 
Pref. dividends....... 59,150 51,312 as oat 
Ordinary capital :— 

PN odie cA 00d ows 145,398 134,493 241,852 186,548 

ass < Neinidne «aie 144,487 124,737 102,062 88,750 

PN a 65 coe des s 10 +1 10-8 23-7 21-0 

PUG sie veel ewes 10 10 10 10 
i 8 brik a Bd Xa Nil Nil 100,000 100,000 
Carry fofward........ 44,516 54,272 104,813 102,611 


* Also after depreciation and contingencies for Cammell Laird. 
¢ Provision for deferred repairs. 





1940, the rate of equity earnings amounting to 4.7 against 
0.3 per cent. English Steel Corporation, in which Cammell 
Laird owns a substantial interest, shows earnings for pre- 
ferred and deferred shares of £280,024 against £430,246, 
after an increase in depreciation provision of £100,000 to 
£500,000. There is, however, a small rise in the less tax 
rate of payment on deferred shares, which receive 174 
against 20 per cent tax free, equivalent to 35 against 34.7 
per cent less tax. Balance sheets generally show a moderate 
rise in liquid assets, higher turnover being reflected in sub- 





Extracts from the 89th Annual Report to be pre- 
sented to the Shareholders at the Annual General 
Meeting at Halifax on Monday, April 13th, 1942. 


MORTGAGE ASSETS ie = £94,394,168 
LIQUID ASSETS 

IN TRUSTEE SECURITIES... ie £23,158,771 

CASH AT BANKS AND IN HAND 5e* £6,680,551 

TOTAL ASSETS ... nit .. £124,922,733 

SHARE AND DEPOSIT FUNDS ... £118,209,665 


RESERVE FUNDS AND 
UNDIVIDED PROFIT £6,024,369 


COPY OF BALANCE SHEET MAY BE HAD ON APPLICATION 


GENERAL MANAGERS 
DAVID W. SMITH, F.C.I.S. F. E. WARBRECK HOWELL, LL.D. 
HEAD OFFICES - HALIFAX 
LONDON DISTRICT OFFICE—HALIFAX House, STRAND, W.C.2 
City OFrFICE—62, Moor@ate, E.C.2 


BIRMINGHAM - - 26-28, COLMORE Row LEEDS - = 32, COMMERCIAL STREET 
BELFAST - 14, DONEGALL SQUARE WEST LIVERPOOL - = = 37, DALE STREET 
EDINBURGH - - 175, GEORGE STREET MANCHESTER - - - 130, DEANSGATE 
GLascow - 119, St. VINcEeNT STREET SHEFFIELD - - 49-55, SuRREY STREET 


BRANCHES THROUGHOUT THE COUNTRY 


LARGEST IN THE WORLD 
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stantial increases in debtors and creditors. In the accounts 
of Thomas Firth and fohn Brown, whose profits were dis- 
cussed in The Economist of March 21st, there is a rise in 
debtors of some £900,000 to £2,362,564 and in creditors, 
including taxation, of nearly £1,400,000 to £4,415,700. The 
4s. shares of Baldwins, at 4s. 9d., yield £8 8s. 5d. per cent; 
the Cammell Laird 5s. stock, at 7s. 4}d., offers £6 15s. 7d. 


* * * 


Hadfields’ Profits 


Profits of Hadfields, after tax, declined in 1941 from 
= to £259,457. The fall in equity earnings from 
251,859 to £192,154, representing 35.5 against 40.6 per 
cent, is rather steeper owing to the necessity of providing 
£32,030 against nil for war damage insurance. Ordinary 
stock receive 22} per cent, as in the four previous years, and 
the carry forward is raised from £588,167 to £659,022, there 
being again no transfer to reserve. The company is primarily 
engaged on production of special steels, and it is satisfac- 
tory to find that it was fully employed last year and that 
output again reached a new high level. The balance sheet 
shows a rise in the surplus of liquid assets from £1,461,116 
to £1,540,860, while the total of reserves is unchanged at 
£516,413. The most striking change is the jump in debtors 
from £495,859 to £981,040, while stores and work in pro- 
gress are moderately increased to £2,239,067. These rises 
are partially financed by a reduction of the total of Govern- 
ment securities and cash by £167,251 to £540,699, and 
partially by a rise in creditors of some £117,000 to £485,678. 
Bank overdraft is slightly lower at £369,126, against 
£390,651. The accounts suggest that last year’s trading was 
highly satisfactory and show that a comfortable margin 
remains for the ordinary stockholder after all charges have 
been met. The record, prior to 1935, was a poor one, and 
the ros. ordinary stock, at 26s. ex dividend, yields 
£8 13s. 1d. per cent. 


* * * 


Electric Power Results 


In view of the prohibition on the publication of 
accounts by public utility companies, made last year under 
Statutory Rules and Orders, no 1941 accounts for electric 
power operating companies are available. It is, however, still 
legal to publish the accounts of holding companies which 
provide shareholders with some indication of the trend 
of net profits. The most striking feature of the accounts 
is the similarity of the movement in the rate of profit. 
In three cases out of four, the rate of equity earnings 
was higher last year, while for the fourth, Lancashire Elec- 
tric Light and Power, the rate is only 0.1 per cent lower 
at 7.4 per cent. In no case has the ordinary dividend been 
reduced during the year. A rise in gross profits has been 
realised by both British Power and Light and Scottish 
Power, but the most substantial increase in the rate of sur- 
plus earnings is achieved by the latter concern with a rise 
of 3.9 points to 25.7 per cent. Mr William Shearer, speaking 
at the meeting of Midland Counties Electric, stated that 
there had been a moderate increase both in the number 






TOWARDS THE FUTURE 


“*When the war comes to an end there will be 8,000,000 or 9,000,000 
people, the mainspring of whose existence will have snapped overnight, and 
it is essential that we should have an ordered scheme of what we mecn 
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of new consumers last year and in total load. At the meer; 
of Scottish Power, he pointed out that the Glen 
scheme must be regarded as sub judice, but was still re. 
ceiving the attention of the directors. The following table 
analyses the results of four leading concerns with a Wide 
geographical spread : — 











| | ae 
| Earned for | 
Company (Years ending |) — Ordinary March 18 
December 31) | Pr oeed |__| Divi- | 
rofits | | dend | Re 
| Amount | Rate | Price® | Yield 
| : ao 
British Power & Light : | £ f 1 % Divi . 
MN Tes deneae ; 260,378 | 104,215 | 7:7) 7 dena { 5 4 
1940 .. . .. | 271,390 85,768 | 7-3 ¢ 28/3 14 4 
Lissssseses | 335,124] 80,678] 8-0] © ' 
Lancashire Electric Light: | | | 
193 Oe aeaah ait | 289,098 | 141,042] 7-2) 7% 1) 
0. | 256,549 | 125,655 | 7-5) 7) | > 34/ 
1941 rr") | 298337 | aora73| 7-4] a if Myst 
Midland Counties Electric ; | | | j 
ED in 0 - ke 396,976 | 228,627 11:7; & | 
1940 ... 565,400 | 212,343 | 12-3 ; 8 38/9 14 9 
1941 | 329,927 | 192,298]12-8]} » |f-- ’ 
Scottish Power : | | | | 
1939 657,393 | 489,605 | 19-8 | & } 
1940 | 634,399 | 475267 | 21-8] & | b38/9¢ } 4 3 4 
1941 s+ | 642,265 | 489,039 | 25-7 if 
} | | 
* £1 ordinary stock. { Cum. dividend. 


The statement of the chairman of British Power a 
Light points out that output increased last year, consol. 
dated revenue from sales of energy rising from £1,299,7 
to £1,690,649, while the profit margin between sales and 
the cost of generation and purchase rose by 12 per cent, 
There has as yet been no final decision on the rate of war 
damage contribution. Of four operating concerns, North 
Eastern Electric Supply, Northmet Power, Electrical Dis 
tribution of Yorkshire, and Yorkshire Electric Power, all 
have maintained dividends on ordinary capital at 7, 7, 9 and 
8 per cent respectively. Sir Robert Geoffrey Eilis, chairman 
of the last-named company, states that depreciation was 
maintained at the customary level. It is clear from thes 
results that, despite enemy bombing, electrical output 
was generally well maintained last year. Yields are conser- 
vative, not exceeding £4 7s. 3d. per cent for the holding 
companies, 


Courage Accounts 


The 1941 accounts of Courage, leading Hampshire 
brewers, show that the decline in income after tax and 
depreciation, which took place during the three previous 
years, has been arrested. Total revenue is shown at £404,133 
against £403,035 and remaining expenses are strictly con- 
trolled, there being no transfer to staff funds, against £5,054. 
Consequently, equity earnings are up from £216,830 « 
£225,872, representing 22.1 against 19.8 per cent, while the 
payment on ordinary stock is maintained at a total of 14 per 
cent. The directors have doubled the transfer to rebuilding 
fund, at £30,000, and reduced the transfer to contingencies 
from £37,400 to £20,425, bringing these funds to £130,00 
and £80,000 respectively. General reserve remains @ 
£500,000. The value of freehold and leasehold properties is 
up from £3,107,904 to £3,126,085, but the accounts contain 
a warning that, owing to the war, adjustments of the valu 
tion of certain items may be necessary at a later date, and 
it is possible that the latest property figures require amend- 
ment in the light of estimated bomb damage. Liquid items 
are all moderately higher, the rise in cash from £184,417 
£321,540 exceeding the rise in stocks from £252,025 
£293,974. The breweries have successfully survived tht 
effects of large-scale bombing, of a reduction in gravity and 
of the effects of higher taxation on profits and on income. 
In the current year, the main difficulty must be mail- 
tenance of supplies of malting barley, but there is as ye 
no evidence that this is to be drastically reduced. The {! 
ordinary stock, at 54s. 9d. ex dividend, yields £5 2s. 3d. Pf! 
cent. 

* * * 


British Ropes 


The full accounts of British Ropes for 1941 show 
‘markable stability of earnings, the reduction in disck 
profits after EPT from £549,336 to £517,185 being explained 
by the necessity of paying excess profits tax at 100 per cell 
throughout the year. Charges for income tax, other than 
tax on interest and dividends, and war damage insurait 
were £20,000 and £5,000 lower, respectively, so that equill 


earnings declined only from £169,595 to £154,882, repr 


senting 22.8 against 24.4 per cent. The 124 per cent 
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on ordinary shares is repeated and the carry forward forward is up from £194,796 to £222,128. Three years’ 


‘ead from £181,525 to £201,877, after transferring £25,000 earnings and allocations are analysed below: — 
against £41,553 to general reserve. The future outlook, as Veni cadet ieeenies ie 

chairman, Mr Herbert Smith, points out, is largely 1939 1940 1941 

erned by the possibility of continuing to secure adequate 4 { f f 
supplies of raw material. The company’s balance sheet Bs cc 6 env eave oes 1,075,796 912,211 973,582 

a decline in stocks from £598,828 to £361,495, but | 
Mr, Smith states that there is a rise in the total stocks held = Taxation ................., 175,000 150,000 200,000 

the group as a whole, while those of raw material are Directors’ fees.............. 28,250 29,055 31,250 

* eanar’ . ‘mage . k ot POIs ok de ea’ 50,000 50,000 50,000 
fees’ at @ high level. In this connection, the lack of = Denture service .......... 175,000 175,000 175,000 
a consolidated statement is particularly unfortunate. Preference dividend......... 90,000 90,000 90,000 
Debtors are some £4,000 lower on the year at £1,133,491, 
and it appears probable that turnover was not expanded Ordinary stock :— 
ist year. Creditors are up from £1,125,011 to £1,449,022, OS ae 557,546 418,156 427,338 
but there is no shortage of liquid resources, the company i Pree 375,000 300,000 300,000 
having invested £106,000 in a company with allied interests, Earned Yo sscccecccccess a1 g 16-9 18° 
lent £100,000 free of interest to the Treasury and raised Paid % «+++ seeeseeeeeess 12} 10 10 
ish holdings from £33827, = £350,851. r Rl es 150,000 *100,000 100,000 
shares, at 58. 10}d. ex dividend, yield £/5 6s. 4d. per cent. Carry forward.............. 176,640 194,796 222,128 

* * ad * £500,000 taken from reserve to cover losses in France 
British Aluminium and Norway. 

The accounts of British Aluminium for 1941 show The balance sheet shows an increase in the total of 4 per 
an improvement in gross income from £912,211 to £973,582. cent mortgage debenture stock redeemed from £89,468 to 
Despite a rise in tax liability from £150,000 to £200,000 £108,993, leaving £3,391,007 outstanding. Reserves total 
and the maintenance of the depreciation transfer at £4,600,000, of which £500,000 is earmarked to cover losses 
£50,000, equity earnings have risen from £418,156 to in Norway and France. Creditors, including taxation, are 


£427,332. Ordinary capital again receives Io per cent, more than £800,000 higher at £2,807,883, while debtors are 
covered by earnings of 18.5 against 16.9 per cent, and, some {£10,000 lower at £1,266,084. Cash holdings remain 
after reserving £100,000 as in the previous year, the carry almost stable, but £210,000 has been invested in Govern- 


THE CHARTERED BANK OF INDIA, AUSTRALIA AND CHINA 


(INCORPORATED BY ROYAL CHARTER, 1853.) 





CAPITAL in 600,000 Shares of £5 each - £3,000,000 
RESERVE FUND - - - - - - - - - - - £3,000,000 


Head Office: 38, BISHOPSGATE, LONDON, E.C.2. 


( 117/122, LEADENHALL STREET, E.C.3. 
28, CHARLES Il. STREET, HAYMARKET, S.W.1. 


Manchester Branch: 52, MOSLEY STREET. 


BALANCE SHEET 3ist DECEMBER, 1/941. 
(The Figures of Branches in enemy-occupied territories are taken from the latest returns received.) 


* 


London Branches 














LIABILITIES ASSETS 
£ s. d. : £ s. d. £ s. a 
Capital, Authorised and Issued, 600,000 Shares of {5each, paidup 3,000,000 0 0 Cash in Hand and at Bankers........ coscee 24200008 17 8 
Reserve Fund , seaseetbececakenke cuewkeds 3,000,000 0 0 Cash (including Hong-kong Government 
Notes in Circulation : tal cal ede hi in nih atta 1,684,263 1 2 | Certificates of Indebtedness for Surrendered 
Current and Other Accounts, including Provision for Bad and | Coin) lodged against Note Issue ......... 593,750 0 0 
Doubtful Debts and Contingencies ............60000 -s+++ 67,844,490 14 11 aa —_—_—_—_——— 14,787,422 17 5 
ined Deposits ............ pa waae yasen ewe emed weooe 10,146,113 16 4 Bullion on Hand and in Transit...... 9,106 7 6 
Bills Payable ..... icieweane toes ; 808,014 19 8 Government and Other Securities .......... 36,535,924 8 4 
Acceptances on Account of Customers cae sa . 1,782,387 15 11 | Securities lodged against Note Issue ........ 900,000 0 0 
Loans Payable, against Security per Contra ..... pean ae 1,202,500 0 O | : : 37,435,924 8 4 
Due to Agents and Correspondents . . ere yr reer 17,529 19 1 Allahabad Bank Ltd.—23,403 Ordinary Shares of Rs. 100 each, of 
Sundry Liabilities, including Rebates and Exchange Adjustments 1,054,784 9 6 | which 14,665 are fully paid and 8,738 are paid up to the 
Profit and Loss Serie hs hee c nee e ete is ; 385,467 16 9 | extent of Rs. 50 per Share, at cost .......... padwaais oe 534.401 1 1 
Liability on Bills of Exchange re-discounted, {3,482,311 7s. 8d., of | Bills of Exchange, including Treasury Bills ................... 5,487,519 12 3 
which {2,692,645 Os. 5d. has run off at 16th March, 1942. Bills Discounted and Loans............... we sccscceseesccess 23,733,338 12 6 
There is a contingent liability in respect of outstanding Forward Liability of Customers for Acceptances, per Contra ..... -eeses 1,782,387 15 11 
Exchange Contracts. Due by Agents and Correspondents. ............00ccccceceeee 4,320 11 1 
II oo du anti hk cGev eRn ad eged chek hebdeaheasots 433,722 4112 


Bank Premises and Furniture at the Head Office and Branches 1,580,507 7 8 
Balance of Head Office and Inter-Branch Remittances, Drafts, 














Ce SINS iw bot ekiccwsccencdvécsecees in eae ede . 5,136,901 14 8 
£90,925,552 13 4 £90,925,552 13 4 
erence 
PROFIT AND LOSS ACCOUNT, 
Or, For the Year ended 3lst December, 1941. Cr. 
f s. d. oe | 
To Interim Dividend at 30th June, 1941 ........... svsecsces Gee @-@ By Balance at 3lst December, 1940... ...........cccccccsccces 432,602 911 
» Balance proposed to be dealt with as follows : Less Dividend for half-year to 31st December, 
Dividend at the rate of 5 per cent. per annum, 1940...... ceeee tees e cee enceeeeeseeeencs £150,000 0 0 
for the half-year to date ..............5: £75,000 0 0 OT eee 50,000 0 0 
Officers’ Pension Fund ..........0..eeeeee: 50,000 0 0 IN x bawu ieieweethcnsays ; 50,000 0 0 
ied forward to Profit and Loss New Account 260,467 16 9 | ——- 250,000 0 © 
nanos 385,467 16 9 estan tices 
* ; a 182,602 9 1] 
£535,467 16 9 | », Profits, after providing for all Bad and Doubtful Debts, except 
a = as regards Branches in enemy-occupiedt?~ itories ......... 352,865 6 10 
| _—_— 
W. R, COCKBURN, Chief Manager. £535,467 16 9 


ree 
R. W. BUCKLEY as 
R. P, MILDREN \ Managers. 


. GRANTHAM 
G. H. TANKARD, Chief Accountant. 


Vv. A 
M. M. S. GUBBAY } Directors. 
A. d’A. WILLIS 


REPORT OF THE AUDITORS TO THE SHAREHOLDERS. 
_ We have audited the above Balance Sheet and Profit and Loss Account with the Books, Vouchers and Securities in Head Office, and with the information 
‘ceived by cable or the signed Returns from the Branches. No direct verification or valuation of assets at Branches in enemy-occupied territories can, under present 


“nditions, be obtained. Subject to these remarks, in our opinion, such Balance Sheet is properly drawn up so as to exhibit a true and correct view of the Bank’s 
, according to the best of our information and the explanations given to us and as shewn by the Books of the Bank. 


D. C. WILSON ) 


H. C. K. STILEMAN }| 4¥ditors. 
London, 18th March, 1942. Chartered Accountants. 
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ment securities, while stocks are nearly £215,000 higher at 
£959,772. Additions to fixed plant during the year amounted 
to £175,008 against £224,091, while an additional £365,000 
has been lent to or invested in allied and subsidiary 
concerns. The chairman, Mr R. W. Cooper, points out that 
much new plant came into use last year and that the 
concern was working to capacity. The £1 ordinary stock, 
at 43s. ex dividend, yields £4 13s. per cent. 


* * x 


Associated Electrical Industries 


Full accounts of Associated Electrical Industries for 
1941 unfortunately fail to disclose the company’s tax pro- 
vision which has been consistently shown in previous 
accounts and, in 1940, amounted to £992,900. Total profits 
after tax are revealed as £681,536 against £716,795 and 
there is no direct indication whether the gross figure 
exceeded the £1,709,695 earned in the previous period. 
After raising the depreciation provision from £261,283 to 
£263,296, there is, however, only a moderate decline in the 
amount of equity earnings from £395,360 to £365,934, while 
the rate is up from 14.0 to 14.9 per cent. There is, there- 
fore, a presumption that earnings before tax were higher 
last year. Ordinary capital receives the customary Io per 
cent; £100,000, as before, is transferred to dividend 
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equalisation reserve and the carry-forward is increased 
£265,472 to £285,314. The company’s balance sheet and the 
consolidated statement both indicate a certain shortage gf 
liquid capital and suggest a very substantial increase in 
turnover last year. The consolidated accounts show a Tise 
in creditors of some £4,000,000 and in debtors of yn 
£3,000,000. Cash holdings are reduced from £1,342,543 tp 
£812,565 and there is a reduction of some £90,000 in hold 
ings of British Government securities. There is a hich, 
satisfactory increase in stocks from  £9,003,496 to 
£11,621,725. The company’s balance-sheet shows that 4 
bank overdraft of £800,000 has been incurred. No 
stringency is apparent in the balance-sheet of British 
Insulated Cables—the profits were discussed in Th 
Economist of March 21—where the surplus of liquid assets 
has risen from £1,306,136 to £1,389,181. Here, howeye 
rises in creditors and debtors are less marked and stock 
are up only from £2,108,731 to £2,274,743. The chai 
Mr Alexander Roger, raises the vital question of who should 
bear the ultimate cost of extensions undertaken in the cayge 
of war production. There can be no doubt that some pan 
of this charge must fall on the company and its share. 
holders, but what proportion this should be canno 
in all probability be determined until later. The {i 
ordinary stock of Associated Electrical Industries, 
44s. 6d., yields £4 9s. 11d. per cent; that of British Insy. 
lated Cables, at 94s., offers £4 5s. 1d. per cent. 


Industry and Trade 


Concentration of Industry 


Within its limited scope, the concentration of industry 
scheme, announced on March 9, 1941, by Mr Oliver 
Lyttelton, then President of the Board of Trade, had been 
substantially carried out by the end of last year. It covered 
the majority of the industries included in the Limitation of 
Supplies (Miscellaneous) Orders and some, such as cotton 
and wool textiles, footwear and paper, then affected by the 
rationing of raw materials. Firms employing less than 
twenty persons were excluded from the scope of the scheme. 
Its purpose was not to curtail production but to concen- 
trate it into the smallest number of factories. The time has 
now come, however, when the output of consumption goods 
must be further curtailed and when the process of con- 
centration will have to be taken a stage further. The clothing 
ration for the period beginning June 1, 1942, will be about 
25 per cent smaller than the current year’s, and new supplies 
to retailers of many of the household and personal goods 
covered by the Limitation of Supplies (Miscellaneous) 
Orders will presumably also be reduced at the end of the 
current quota period on May 3oth. 


* * * 


Unemployment in February 


The absorption into employment of some of the 
children who left school at the end of last year was one 
of the causes of the reduction in the number of un- 
employed persons on the registers of employment exchanges 
in Great Britain on February 16th. The total number was 
188,417, compared with 194,484 on January 12th, and 
188,354 on December 8, 1941. It is probable that the 
February figures would have been lower, but for the 
fact that severe weather conditions prevailed on the day 
the count was taken, which made some outdoor work 
impossible. The 162,175 wholly unemployed included 
89,443 men, 10,485 boys, 50,728 women and 11,519 girls. 
In the category of the temporarily stopped, numbering 
17,267, the numbers were 10,426, 238, 6,255 and 348 re- 
spectively. Among those normally in casual employment, 
of whom 8,975 were unemployed on February 16th, there 
were 8,654 men, 9 boys, 311 women and one girl. On 
January 12th there were 170,862 wholly unemployed, 
14,736 temporarily stopped and 9,250 unemployed casual 
workers. Some men and boys who had been classified by 
interviewing panels as being unsuitable for ordinary indus- 
trial employment, did, nevertheless, cease to appear on the 
unemployment registers. The number thus graded was 
reduced by 654 between January 12th and February 16th, 
whén the figure stood at 26,508. For women and girls, the 
corresponding classification is “unsuitable for normal full- 


time employment,” and this figure, too, decreased during 
the month ; on February 16th there were 2,065 women so 


classified, a reduction of 409. There was also a reduction 
of 328 women and girls in the classification of those 
“unable for good cause to transfer to another area,” bring- 
ing the figure on February 16th to 1,997. 


. * + 
Cars and Bicycles 

The probable effect of the abolition of the basic petrol 
ration at the end of June on the market in second-hand 
cars and on the demand for other forms of transport cannot 
be estimated with any degree of accuracy. Much will depend 
on the number of private cars that will be affected by the 
decision. Obviously, if, when the basic ration has gone, 
supplementary allowances are given leniently, its abolition 
will be ineffective in terms of petrol saved and prove to have 
been no more than a piece of window-dressing. While the 
publication of statistics relating to the number of cars 
licensed has been suspended, current estimates suggest that 
it still exceeds 1,000,000 and may be as high as _ 1,2§0,000. 
The number of cars that will be taken off the road will 
depend very largely on the degree of ruthlessness with 
which the needs test is applied to applications. It has even 
been suggested that the number of cars likely to disappear 
from the road will not exceed 100,000 ; but this would be 
a derisory result. A reduction by 100,000 in the number of 
private cars on the road would not be likely to cause a slump 
in the second-hand car market, especially as the output 
of new cars for civilian use has almost ceased, and some 
thing like one-eighth of the existing number of cars normally 
go out of use each year. Some owners of cars who will no 
longer be able to secure petrol may refrain from selling 
them in the hope of being able to run them again in the 
future. If the number of cars in use were halved, on the 
other hand, there would probably be a sharp temporary 
fall in prices. The Government’s decision to abolish the 
basic petrol ration and to reduce supplementary rations 
no doubt partly responsible for the increased demand for 
bicycles. But a serious shortage of bicycles for essential 
purposes is unlikely; although output for the civilian 
market has been substantially reduced from the pre-waf 
level of about 1,500,000 per annum, no less than §00,000 
apparently be produced this year. If current supplies should 
prove inadequate for all demands, it should not be impos 
sible to devise a scheme designed to meet the most essential 
needs. 

* * * 


Cotton Exports 


In Lancashire trade circles there has been little surprise 
at the statement of the Cotton Board that the export system 
is being revised, in order to safeguard the essential | 
of countries directly associated with Great Britain im 
war effort, It has been pointed out that direct war 0) 
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whether for home or export, must have first claim on the 

t, which is still below the target figure. Export 
allocations for many markets are, therefore, to be reduced 
for the next period, beginning on April 1st. The new policy 
is explained by the statement that, where goods are needed 
for urgent war use by Dominion and Colonial markets, the 
roblem is less a matter of selling than of organising 
supplies. It may not be practicable to issue export alloca- 
tions for the next period by April rst, but the Cotton 
Board will notify merchants as soon as possible. Action is 
also being taken by the Cotton Board to deal with goods 

uced for markets which are now inaccessible. It is 
reasonable to restrict the number of hands through which 
these goods pass, and approval will accordingly only be 
iven to transactions in which the exporter either ships the 

s to other British markets in which he himself has a 
basic allocation or sells them directly to an exporter with a 
basic allocation. It is apparent that henceforward official 
control over exports will be more drastic than in the past. 
The whole industry is rapidly reaching a point where prac- 
tically all supplies from the producer to the distributor are 
controlled. As Lancashire’s production is limited, the utmost 
care must be taken to see that the output is distributed 
according to need. 


Lead Supplies 


The fall of Rangoon and the growing difficulties of 
shipping from Australia have opened a new phase in Allied 
lead supplies. Burma produces annually between 80,000 and 
90,000 long tons of lead, all of which comes from the 
Burma Corporation’s mines not far from Lashio, which 
is not threatened so far. Since the fall of Rangoon, 
however, shipments have been stopped. This means an 
important loss to this country, for, since the outbreak of 
war, the whole of the Burmese lead has been acquired by 
the Ministry of Supply. Australia is the Empire’s largest 
lead-producing area and supplies up to 250,000 tons of 
the metal per annum. The great bulk of this is produced 
in the Broken Hill area of New South Wales. Besides the 
Burmese and Australian supplies, the British Empire pro- 
duces roughly 300,000 tons of lead per year in the United 


‘Kingdom, Canada, Newfoundland and South-West Africa, 


s0 that until recently the Empire had annually something 
like 635,000 tons of lead at its disposal. Before ‘the war, the 
United Kingdom, the largest extra-United States lead- 
consuming country, absorbed not more than 350,000 tons 
per year. As more than half of this total went into buildings, 
an outlet which has been largely stopped, current consump- 
tion cannot be much larger than in pre-war years, although 
lead plays an important part in the production of small 
ams munitions, battery plates, bearing metals and other 
similarly important war materials. In fact, hitherto, British 
supplies have exceeded defence requirements, so that 
the Ministry of Supply was able to allocate lead for certain 
dvilian uses, which are not necessarily essential to the war. 
The loss of the Burmese lead and reduced shipments from 
Australia would suffice to enforce a strict lead economy 
in this country. In addition, however, it is probable that 
under the Allied pooling arrangement substantial quantities 
of Empire lead will in future be diverted to the United 
States, That coungry is the world’s largest producer and 
i 1941 supplied as much as 460,000 tons from domestic 
ore. Further, the .Metal Reserve Co. acquired some 
320,000 tons of lead per annum from Mexico, Peru and 
via, This total of 780,000 tons, however, remains short 
of the United States defence programme and has to be 
upplemented by supplies from the British Empire, and 
specially from Canada. Lead is likely, therefore, to enter 
the Allied list of the more critical materials, especially if 
a result of the Japanese southwards drive Australian 
Pments should stop altogether. Even this extreme event, 
Wever, would not threaten Allied superiority in lead 
wupplies. Japan produces only 10,000 tons of lead per 
‘num. Germany mines 100,000 tons per annum within its 
es, while Italy’s domestic production is limited 
about 35,000 tons. In addition Germany obtains some 
600 tons from Jugoslavia and another 75,000 tons from 
fance, Greece, Poland, Czechoslovakia, Spain and Sweden. 


At present Axis supplies can thus be no more than about 
300,000 tons per year. 


* * * 


Liverpool Steam Ship Owners 


‘ Not unnaturally, a large part of the annual report of 
€ Liverpool Steam Ship Owners’ Association, issued last 
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week, deals with the future of world trade and with the 
position of the British shipping industry in the post-war 
economy ; but it also contains a succinct review of the 
factors which have shaped the fortunes of the industry 
since 1850. If post-war plans for peace recognise that the 
principles of the Atlantic Charter are essential to the re- 
establishment of a prosperous world trade, then, in the 
opinion of the Association, the first step will have been 
taken towards the re-establishment of prosperity to the 
shipping industry in this and other countries. The Associa- 
tion is convinced that “any attempt to convert the British 
shipping industry into a national service, by placing its 
management in the hands of State officials, must prejudice 
most seriously the chances of that industry retaining its 
position as the greatest sea carrier of world’s trade, on the 
merits of the services it can place, as an industry, at the 
disposal of the trade of the world.” But it admits that the 
change-over from war to peace conditions will take time, 
and that during the transitional period the Government 
will have to retain a large measure of control over the 


use of ships. 
*x * 


Ship Repairs 


In its annual report the Liverpool Steam Ship Owners’ 
Association draws attention to the marked rise in the cost 
of repairs to ships that have suffered war damage. Reports 
it has received from the committee of the Liverpool and 
London War Risks Insurance Association, and from the 
technical experts employed by its own members, suggest, 
in fact, that costs have advanced far beyond what might 
have been expected. It appears to attribute the excessive 
increase largely to the arrangement between the Ministry 
of War. Transport and the ship repairers which has as its 
basis the “ cost plus” system. This has been condemned by 
the Select Committee on National Expenditure ; the Asso- 
ciation “finds difficulty in understanding the wisdom or 
economy of a system the essence of which is that the profit 
element in it is linked up with the expenditure on time, 
labour and materials.” It has therefore asked the General 
Gouncil of British Shipping to investigate the matter in 
consultation with the committees of the War Risks Insur- 
ance Association and with experts. 


+ * * 


Release of Coal Miners 


Coal mining is one of the industries that has suffered 
most from the loss of labour to the Armed Forces. Hitherto 
the suggestion that a limited number of miners should be 
released from the army has met with refusal on the part 
of the War Office, but according to a statement made by 
Lord Templemore in the House of Lords on Tuesday, the 
Government has now decided to release a certain number 
of men from a limited number of army establishments. He 
added that the whole question of releasing miners was 
under consideration and that a decision would be announced 
as soon as possible. The case for the release of miners from 
the Armed Forces is undoubtedly a strong one, for current 
output is inadequate. Nevertheless, it has not yet been 
proved conclusively. As Mr Dalton stated in the House of 
Commons last week, there is scope for a reduction in the 
consumption of coal for unessential purposes. Moreover, 
given efficient management and good will among workers, 
there is no reason why output could not be increased with 
the industry’s present labour force. Compared with 1939, 
it is understood that on the basis of the industry’s total per- 
sonnel, the output per man shift worked last year showed 
a reduction. In principle, no member of the Armed Forces 
should be released unless it is proved conclusively that he 
is absolutely essential to industry. The present arrangement 
whereby the final decision rests with the Services is un- 
satisfactory, and should be replaced by a system of inde- 
pendent panels whose decision will be based on an impartial 
consideration of the facts. 
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CHARTERED BANK OF INDIA, AUSTRALIA 
. AND CHINA 


FINANCIAL POSITION SOUND AND LIQUID 
MR V. A. GRANTHAM’S STATEMENT 


The eighty-eighth ordinary general meeting of the Chartered 
Bank of India, Australia and China will be held at the head office, 
38 Bishopsgate, E.C., on April 1st. 

The following statement by the chairman (Mr Vincent Alpe 
Grantham) has been circulated with the report and accounts: 

The year 1941 proved to be one of constant and increasing 
difficulty. When we last met, we did so under the shadow of 
the threat of extended hostilities in the Far East. Since then the 
entry of Japan into the war has resulted in the falling into enemy 
hands of our branches in China, Japan, the Philippines, French 
Indo-China, Siam, Malaya, Sarawak and Java. Our branch at 
Rangoon has been evacuated to Mandalay and we still have our 
business in India and Ceylon, which represents an important part 
of the bank’s total undertaking, together with our interest in the 
Allahabad Bank, Limited. 

The work of the staff, both at home and abroad, has been 
exemplary. Our European foreign staff, much reduced in numbers, 
as almost all the younger members have joined His Majesty’s 
Forces, have had to cope with exceptional difficulties. 

I am glad to be able to put on record how fortunate we are 
in our chief manager. We are greatly indebted to Mr Cockburn 
for his foresight and the manner in which he has guided the 
affairs of the bank through difficulties such as we have never 
before had to face. 


THE BALANCE SHEET 


In view of the position in the Far East, where so many of our 
branches are situated, I am sure that the shareholders wou!d like 
to have a rather closer appreciation of how the bank stands today 
than is, perhaps, disclosed by the figures now before you. 

Last year I told you that because of the extreme delay in the 
delivery of mails from our agencies we had had to rely upon 
telegraphic information in respect of certain figures when pre- 
paring our balance-sheet, with a consequent variation in the 
auditors’ certificate. As regards those of our agencies which were 
still under our control on December 31, 1941, we have repeated 
this procedure, but as regards those of our agencies which were 
then in enemy-occupied territory we have been compelled to 
utilise the last figures which were despatched to us by mail prior 
to enemy occupation. 

Further, we have had to qualify in our report this year the 
statement that the profits are shown after providing for all bad 
and doubtful debts. In the case of agencies still under our control, 
where we have access to all the information which we require, 
these have been provided for as usual, but ‘you will appreciate 
that in the case of agencies in enemy hands we now have no 
up-to-date information to work upon. 

The balance-sheet again shows considerable expansion, the total 
at £90,925,552 being an increase of £14,811,324 over last year’s 
total of £76,114,228, the previous highest in the bank’s history. 
The increase is largely confined to current and other accounts, 
which, with an increase of £14,465,559, stand at £67,844,490. 
Fixed deposits, on the other hand, show a further decrease of 
£1,980,251 at £10,146,113, and these two diverse movements again 
reveal the desire for liquidity on the part of our clients, which 
is SO prominent a feature today. The only other changes of note 
in our liabilities are an increase in acceptances on account of 
customers of £1,394,877, reflecting a greater demand for this 
form of finance by our clients, and an increase of some £972,500 
in loans payable against security, taken at various branches to 
finance current requirements. 


ASSETS 
Turning now to the assets side of the balance-sheet, and bearing 
in mind my previous remarks, I think you will agree that it shows 
the bank to be in an extremely strong and liquid position. Cash 


in hand at £14,787,422 is £3,208,905 higher than a year ago, and 
comprises 21.8 per cent. of our liabilities on current accounts, or 
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20.7 per cent. of all our sight liabilities. We again show a large me 
increase, amounting to £9,714,158, in our Government and othe "a cha 
securities, the actual total being £37,435,924. ae 
This increase is mainly the result of purchases of British Gover. Seas 
ment securities, chiefly tap issues of a short-dated character, Bij the year en 
of exchange, including Treasury bills, show a decrease ¢ entered on 
£2,233,636, but as the balance of head office and _ inter-brang some day’ 
remittances, drafts, etc., in transit, also showing a decrease During | 
last year’s figure, should be added. for purposes of comparison death of S 
it is probable that the real decrease exceeds: the amount stated, 9 January 
Bills discounted and loans at £23,733,338 show a welcome increay board. 1: 
from the profit-earning point of view of £3,092,402, and I am gutstanding 
pleased to say that this increase has not occurred at points ip keen regre' 
the occupation of the enemy at December 31, 1941. sir Regina 
The liquidity of the bank’s position is clearly shown by th Me Arthut 
balance-sheet figures, and fortunately the bulk of our cash and and Paines 
investments has for some time past been concentrated in this I have 
country. The bank is, of course, liable in the various load Phelps, wh 
currencies for its liabilities, but until the end of the war th of more th 
position in enemy-occupied countries must remain more or les ability, wa: 
static in so far as we on this side are concerned, and we cannot retiring frc 
know with certainty whether our debtors in these territories ca FP director un 
meet all their obligations, for under ruling conditions it is impos- Last yea 
sible to assess the value of the security we hold against them § airs T 
Nor can we assess the position as regards our own bank premise, F with the 1 
although so far as we know at present only small damage bit 7 i gpeak 1 
been done. life assurai 
We have, however, been able to add to our internal funds with | tigng such 
a view to these contingencies, while fina 
PROFIT AND LOSS ACCOUNT primarily | 
I now come to the profit and loss account. Up to the time d 
the entry of Japan into the war we had a good year; a year, it 
fact, in which our gross profits compared favourably with thox You wi 
of 1940. Since then we have lost the earning power of thow } awsured fe 
branches which are situated in enemy-occupied territory, bul with £59" 
the result of the full year’s working still shows a profit d for by th 
£352,865 6s. 1od., after providing for all ascertainable losses the societ; 
and for taxation. No profits for the second half of the year d {| ttlly cea 
branches in enemy occupation at December 31, 1941, are included ordinary ' 
in this figure, although our latest information is that profits wee — Pmlum 
being earned by all these branches. for 1940- 
Adding the balance brought forward from last year @ ff placed on 
£182,602 9s. 11d., a total of £535,467 16s. 9d. is available, out d f 
which an interim dividend at the rate of 10 per cent. per annum, USEFUI 
costing £150,000, was paid last October. i During 
In view of all I have said above and the many uncertainbes many W: 
which have yet to be faced, the shareholders will not be surprised | have serv 
that the directors propose that the final dividend be reduced t } First, | 
5 per cent. per annum for the half-year to December 3I1St last, I the impo: 
costing £75,000. They recommend that £50,000 be transferred ie eleed vc 
to the officers’ pension fund, leaving £260,467 16s. 9d. to be | come—I 
carried forward. people to 
FUTURE PROSPECTS the best 
While you will naturally wish me to deal with the effect ol Second 
the war upon the profits of this and future years, I am confides }) of exten: 
you will not expect me to make any sort of forecast. We stil | manner. 
have a large and thriving business in India, which will, we hope. Third) 
continue to yield good results, although, of course, it may be _ business 
affected by the course of hostilities in the East, but it is obvious The 0 
that the temporary loss of so many of our branches in the Fat & business 
East, the expenses of which must largely continue while th last few 
earning power is absent, must bring about a heavy fall in profits: } fall has 
No general improvement can be hoped for until a suc large qu: 
termination of hostilities has been achieved, but I want to con The n 
by saying how encouraging it is that at a time when less favo 
difficulties have to be faced the financial position of the bank wed tl 
should be on such a sound and liquid basis. serving 
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BOARD’S SOUND INVESTMENT POLICY 
SIR GEOFFREY ELLIS’S SPEECH 


The annual general meeting of the Equity and Law Life 
Assurance Society was held, on the 26th instant, in London. 
Sic Geoffrey Ellis, Bart., MP (the chairman), presided. 

The chairman, in moving the adoption of the report and 
accounts, said : 
Gentlemen,—I rise to move: “ ‘That the report and accounts for 
the year ending December 31, 1941, be received and adopted and 
entered on the minutes.” These have been in your hands for 
gme days and I assume may be taken as read. 

During the year the society has suffered a severe loss in the 
death of Sir Reginald Poole. Sir Reginald was elected a director 
in January, 1934, and is greatly missed by his colleagues on the 
board. I should like to place on record our appreciation of the 
eutstanding service which he rendered to the society and our 
keen regret at the severance of a warm friendship. To succeed 
Sir Reginald Poole on the board your directors have appointed 
Me Arthur F, B. fforde, a partner in the firm of Messrs, Linklaters 
and Paines. 

I have to report with great regret the death of Mr W. P. 
Phelps, whose association with the society extended over a period 
of more than 50 years. Mr Phelps, who was a man of exceptional 
ability, was chief official of the society from 1904 to 1930 and, on 
retiring from that position, joined the board, where he served as a 
director until the end of 1940. His old colleagues mourn his loss. 
Last year I dwelt mainly on the financial aspect of the society’s 
affairs. This was only natural and proper on an occasion dealing 
with the results of the triennial valuation. This year I propose 
w speak mainly about the fundamental business of the society— 
life assurances and annuities. I think it advisable that all institu- 
tions such as ours should keep clearly before them the fact that 
while finance necessarily occupies much of their time, they are 
primarily life assurance offices. 


NEW SUMS ASSURED 


You will see from the report in your hands that the new sums 
usured for the year 1941 amounted to £552,161, as compared 
with £597,471 for 1940. The reduction is more than accounted 
for by the virtual cessation of single premium business, which 
the society has discouraged for some time past and has now prac- 
The sums completed during 1941 under 
odinary whole-life and endowment assurances effected by annual 
premium showed a small increase over the corresponding figures 


| foe 1940—a fact which indicates the quality of the business being 
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placed on the books of the society. 


USEFUL PURPOSES OF WAR WEAPONS AND WARSHIP WEEKS 


During the year we have made special efforts in connection with 
many War Weapons and Warship Weeks. These special efforts 


| have served three very useful purposes. 


First, they have helped to keep before a section of the public 
the importance of saving as opposed to spending. This distinction 
is vital to the nation, and is likely to remain so for some time to 
come—I wish to stress the urgent need for some years to come for 
people to save and not to spend. A life assurance contract forms 
the best means of regular saving. 

Secondly, as I said last year, these efforts have been the means 
of extending the connections of the society in a most desirable 
manner, 


Thirdly, they have resulted in the placing of a good quality of 


_ business on our books. 


The Only other comment which I wish to make on the new 
business figures concerns the fall that has taken place during the 
ut few years in the considerations for annuities granted ; this 
fall has been a feature common to most offices transacting any 
large quantity of annuity business. 

The mortality experience of the society for the year was rather 
less favourable than that expected according to the valuation basis 
wed; this was due to the death of a certain number of men 
“tving with HM Forces, 





RATE OF INTEREST 

You will observe that the gross rate of interest shown in the 
report is £5 os. 2d. per cent., as compared with the rate of £5 2s. 
per cent. indicated in my speech. last year. Various factors com- 
bined to cause this reduction, but I do not think that any of them 
are sufficiently important to merit individual comment. I shall 
return to this subject later. 

SURRENDER FIGURES 

Before passing to the balance-sheet I should refer to the sur- 
renders shown in the revenue accounts. From the life assurance 
and annuity fund the sums paid out by way of surrender amounted 
to £69,599. This is about the amount paid out in an average 
peace-time year, and shows a considerable reduction on the sums 
paid out during each of the first two years of the war. In the 
capital redemption fund, surrenders amounted to the very large 
figure of £427,881. This was due to three cases where large 
policies were surrendered for special reasons. 

I do not propose to deal with the various items of the balance- 
sheet in detail. The only change in form is that our three minor 
subsidiaries now appear under the one heading “other subsidiary 
companies ”; no material change has taken place in our interests 
in these companies, 

INVESTMENTS 

I now draw your attention to the broad changes which have 
taken place in the society’s Stock Exchange investments during 
the year under review. The principal change is a further increase 
of over £700,000 in British Government securities. Against this 
must be set decreases of £350,000 in Dominion, Colonial, Indian 
and foreign stocks, £300,000 in debentures, £100,000 in preference, 
and £250,000 in ordinaries. You will observe that the total amount 
of our Stock Exchange securities has been reduced by £300,000. 

The above changes give a real picture of the investment policy 
which has been pursued by the society during the year. The 
result is a position strengthened in view of the trend of world 
events, and, most important, a position which has been strengthened 
without sacrificing, to anything but a minor extent, the prospects 
of participating in eventual general recovery. This policy we 
intend to continue. 

Here I would mention the possibility of some decrease during 
the next year or two in the rate of interest earned on the society’s 
funds. This is one corollary to a policy which involves the placing 
for the time being of a rather larger portion of the funds in 
British Government securities than might be considered suitable in 
more normal times. I need hardly point out the broad common 
sense of this policy when you reflect on present world conditions 
and on possible future developments. 


VALUATION RESULTS 


As you are aware, a triennial valuation of the society’s assets 
and liabilities was made as at December 31, 1940. The next 
triennial valuation falls to be made at the end of 1943. For 
purposes of our own information and guidance, a valuation is 
made at the end of each year, and the valuation made as at 
December 31, 1941, disclosed a very satisfactory trend in the 
position. In the directors’ report last year reference was made to 
“a release of valuation reserve resulting from a modification of 
ihe basis employed.” I am pleased to be able to tell you that 
the recovery in Stock Exchange values during the year under 
review was equal to a very substantial proportion of that release 
of reserve. 

Much will happen between now and December 31, 1943. Much 
has happened since the close of the year, and no man can say 
what values will exist in two years’ time. I wish to remind you, 
however, of what I said last year—namely, that any improvement 
in asset values will first be used to increase the stringency of the 
actuarial valuation basis. 

As directors of this life assurance society we have a dual respon- 
sibility—towards our shareholders, and towards our policyholders 
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and annuitants. We are shareholders, but we are also trustees for 
our policyholders and annuitants. 

Throughout the long years in the life of an assurance or an 
annuity, and during the long years in the existence of a life 
assurance office, many storms occur, and it is the duty of those 
who control such institutions so to order their affairs that they 
are able to weather these storms. This leads to a general policy 
for the mutual benefit of policyholders, annuitants and share- 
holders, a policy which aims at conserving strength and at a steady 
return both to with-profit policyholders and to shareholders. This 
policy aims in general at stability and avoids spectacular 
fluctuations. 

DIVIDEND 


From the report in your hands you will see that the dividend 
recommended is at the same rate as that for last year, Is. per 
share ; last year the interest earned by the proprietors’ fund 
covered the dividend paid, and this year the position is the same. 
You will see also that at the present time it is not proposed to 
declare any interim bonus in respect of with-profit policies. I do 
not think that under present conditions either of these items calls 
for comment. 

CIVILIAN WAR RISK COVER 

Before concluding, I return to the subject at first discussed— 
ithe fact that our business is to grant life assurances and annuities. 
We hold that it is our duty to provide life assurance in all cases 
where we may reasonably assess the risk run, and this being so, we 
have provided civilian war risk cover in all normal cases without 
extra premium. In March, 1940, the chief officials of your society 
considered very carefully this question of covering war risks, and 
as a result advised your directors that it was a proper cover to 
grant. I think I may say that the society has taken a lead in the 
granting of civilian war risk cover under non-profit policies without 
extra premium, 

So far deaths from war risks in this country have happily been 
fewer than generally expected. What the future may hold we 
cannot tell, and I wish to draw attention to the valuable cover 
granted by the society’s policies. 

I close on a domestic note. Our new building in Linooln’s 
Inn Fields has been requisitioned by the Government, and we 
now operate a portion of our head office from Connaught House 
in the Strand and the remainder from Langleybury in Hertford- 
shire. We are very glad that our head office premises should be 
of use to the nation in the present time. 


TRIBUTE TO STAFF 


Very many of our staff are serving with HM Forces, and I wish 
to express to them the board’s appreciation of the services which 
they are rendering to their country and to send them our very 
good wishes. I wish also to thank those members of our perma- 
nent staff who are still with us, and those members of the staff 
who have joined us temporarily for the war, for a very good year’s 
work. Our special thanks are due to our general manager and his 
two pr.ncipal associates ; their work has been well and truly done 
and they are laying a firm foundation for the future. 

The report and accounts were adopted. 


ASSAM RAILWAYS AND TRADING 
COMPANY, LIMITED 


The adjourned sixty-first ordinary general meeting of the Assam 
Railways and Trading Company, Limited, was held, on the 25th 
instant, in London. 

In the course of his review of the year’s working which was 
circulated with the report and accounts, and was taken as read, 
Mr E. A. A. Joseph, the chairman of the company, stated: The 
railway revenue is better than last year, and it is encouraging 
to note a progressive increase in each of the last four years. 
Passenger earnings were stable, and goods earnings showed a 
definite improvement. Unfortunately expenses were higher, largely 
owing to the dearness allowance granted to the Indian staff to 
help them to meet the increased cost of living. Consequently 
there is a slight decrease in the net earnings. 

The returns of the current year received up to the present suggest 
an improvement on the results of 1940/41. It must, however, be 
realised that the war in the East (which has already led to a great 
reduction in our staff) is casting its shadow on all our operations, 
and that precautionary measures may involve us in expenditure 
that cannot yet be calculated. 

The report and accounts were adopted. 
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THE SCOTTISH LIFE ASSURANCE 
COMPANY, LIMITED 


IMPROVED BALANCE SHEET POSITION 

























SIR JOHN MacLEOD’S SPEECH 


Sir John Lorne MacLeod, chairman of the board of direcion, 
presided at the annual meeting of The Scottish Life 4 
Company, Limited, held, on the 25th instant, in Edinburgh, 

In moving the adoption of the report and accounts, the chaip 
man, after referring to the lamented death of the president, 1, 
Grace the Duke of Atholl, KT, went on to say:— 

During 1941 we issued 734 new policies for £566,000 aly 
deduction of a small amount reassured. The restriction ip bug. 
ness under present conditions is very substantial, but not gy, 
prising. This is the general experience among offices which cg, 
fine their main activities to life assurance only. Field: work bas 
now been cut to an absolute minimum, for not only have we beg 
deprived for the time being of the services of most of our staff, yy 
the young insurable lives who usually form a large proportion ¢ 
our clients are also serving with HM Forces, 


SATISFACTORY PREMIUM INCOME 


The premium income is being very satisfactorily sustained an 
stands in the revenue account at £612,000. While claims by 
death or maturity accounted for an outgo of £688,000, which i 
practically the same as in the previous year, surrenders were m 
a much smaller scale, being only £41,000, as against £78,000) 
Commission and expenses of management have fallen in the pa 
year from 14.4 per cent. to 13.8 per cent. of the premium incom 

The loss of interest income as compared with pre-war years j 
now very heavy. The gross and net yields on the company’s fund 
for the past year were £4 11s. Id. and £3 6s. Iod. per cen 
respectively, compared with £4 15s. 3d. and £3 138. Id. per cen 
for the previous year. The ability of the Government to boro 
as cheaply as it is now doing is, of course, entirely advantagtou 
to the national interests as tending to keep down taxation am 
is therefore to be welcomed, but its significance cannot but affed 
adversely the prospects of undertakings whose prosperity is » 
largely bound up with the maintenance of a satisfactory interest 
revenue. 


BONUS DECISION JUSTIFIED 


A statutory quingquennial valuation of the assets and liabilives 
was made twelve months ago, and it was then decided to declar 
a war-time bonus to policyholders and to carry forward a lange 
proportion of the surplus. Looking back now, this step seem 
to have been entirely appropriate, for nothing that has happend 
in the past twelve months would lead us to suggest that sm 
other course of action should have been taken, Marketable 
securities as a whole are at considerably higher levels than they 
were twelve months ago, so that our balance-sheet is in a 
improved position so far as the standards of value currently in 
use can be relied on. 

I would like to commend to you the work of the officials and 
staff of the company, both at head office and branches, during tk 
past year, and am sure you would like me, on your behalf, t0 
acknowledge such zealous work with an expression of wait 
appreciation. 

The motion having been seconded by Mr R. M. Guild, WS, 
the report was adopted. 


HOOVER LIMITED 
ORDINARY GENERAL MEETING 


The fifth ordinary general meeting of Hoover Limited 
was held, on 27th instant, at Perivale, Greenford, Middlesex. 

Mr C. B, Colston (chairman) presided, supported by 
Mr E. L. Colston and Mr J. A. Wykes. 
The report and accounts were unanimously adopted and 2 
final dividend of 113 per cent. (less income-tax) was declared, 
The retiring director, Mr J. A. Wykes, was re-elected, 
the auditors, Messrs Deloitte, Plender, Griffiths and Co., 
Messrs Williams, Stoker, Worssam and Holland, wert 
reappointed. ; 

The company’s net profit for the year ended December 31, 
1941, amounted to £274,480 (against £290,486 last yea! 
The final dividend of 114 per cent, made a total distributes 
of 15 per cent. for the year. (Last year same.) 
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UNITED KINGDOM PROVIDENT INSTITUTION 


HIGHLY SATISFACTORY POSITION 
STRONGER RESERVES 
SIR ERNEST BENN’S STATEMENT 


The annual general meeting of the members of the United 
Kingdom Temperance and General Provident Institution will be 
held at the head office, 196 Strand, London, W.C., on April 8th. 

The following is the statement of the chairman, Sir Ernest J. P. 
Benn, Bt., circulated with the report and accounts, 

To the Members of the United Kingdom Temperance and General 
Provident Institution. 

The one hundred and first statement of accounts and the report 
of the directors, with the results of the triennial valuation, disclose, 
in the exceptional circumstances of the times, a position which can 
only be regarded as highly satisfactory. 

The business of the Institution in 1941, as in the previous year, 





has been directed perhaps as much to winning the war as to its . 


normal purposes. Last year I expressed the view that the losing 
of the war would be the end of the Institution. Ukapians have 
maintained the highest standards of personal National Service in 
all its many forms, and on the financial front we have continued 
to apply every shilling of available money to the support of Govern- 
ment Loans at rates of interest too low to provide the benefits 
to which members of the Institution have by long experience 
become accustomed. 
NEW BUSINESS 

A still larger proportion of our field force of branch secretaries 
and inspectors has been transferred to the Forces of the King. 
For similar reasons the new business market itself, as shown by the 
figures of comparable offices, has shrunk to small proportions. We 
continue to regard the civilian war risk as a speculation out of 
keeping with the spirit and practice of mutual life assurance, and 
accordingly policies issued since June, 1940, do not provide for 
such risks. In these quite exceptional circumstances nearly 
£2,000,000 of new business has been offered to and accepted by 


us, CONstituting a very striking tribute to the confidence and esteem 
in which the Institution and its policy are held. 


EXPENSE_RATIO AND RATE OF INTEREST 

There has been a further drop in the expense ratio from 14 per 
cent, to 13.6 per cent. 

The rate of interest has been adversely affected by the low return 
upon Government funds and the loss of rents due to war condi- 
tions, Nevertheless, the directors feel that members will find 
satisfaction in the figures secured—f4 15s. 5d. per cent. gross and 
{3 7s. 7d. per cent. net. 


THE VALUATION 


Members will remember that the Institution exists to provide 

security. That first and essential purpose is never absent from 
our minds. 
In valuing our assets for the purpose of our balance-sheet and 
8 making the triennial actuarial valuation, the board and actuary 
have the experience of the Institution in the last great war to help 
and guide them. We declared a bonus while the war was in 
progress and ran into trouble so soon as peace was signed, In 
1920 we had to pass our bonus and dip into our reserves, and 
we abandoned our stringent 2} per cent. basis of valuation in 1915. 
In 1923 the payment of a Bonus and the safer basis of valuation 
Were resumed. It should be remembered that in the last war 
Government loans were issued at higher rates of interest, and to 
that extent our situation has worsened on the present occasion, 


VALUATION VAGARIES 


Soon after the outbreak of war the proposal was made to retain 
1938 values in assurance accounts where disclosure of heavy 
temporary depreciation might affect stability and confidence. The 

ution is taking advantage of this suggestion, but for exactly 
the opposite reason. We retain 1938 values to avoid the disclosure 
of substantial appreciation, which we are bound to regard with 
much doubt as was applied two years ago to a movement in 

Opposite direction. 

Stock Exchange prices have, as a rule, served as a barometer 


to show the state of the economic weather. In prosperous times 
the price of stocks and shares has ‘been high and the yield low ; 
in times of adversity prices have fallen and the yield tended to 
increase. Now, however, a new experimental order is on trial 
under which the barometer works the other way. The insurance 
man is thus faced with problems the solutions to which are not 
for the time being available. Insurance properly so called is 
firmly based upon past experience, the ascertained figures of 
markets and mortality. We can, today, rely upon neither. Total 
war presents mortality risks that cannot be calculated, and no 
past experience of normal free market movements can help us 
in the present unprecedented circumstances. 

Some {10,000,000 of our money is invested on the security of 
bricks and mortar, and I have yet to mect the expert who will 
venture an opinion on future values in this field. We have suffered 
from bombing, but the vagaries of Government policy in the 
matter of compensation throw doubt upon the value of any calcula- 
tions of our claims. Putting these considerations together, we have 
kept our freeholds, |:aseholds and mortgages at the figures of the 
1938 valuation, adjusted only by our automatic contributions to 
reserves, by new purchases, and by actual realised profits. For the 
reasons I have given you we have applied the same principle to 
our Stock Exchange securities, although on the assumption that 
official prices as at December 31, 1941, could be obtained, we 
have a substantial hidden reserve in addition to the figure shown 
on the accounts. 


BETTER SECURITY 


Fifty years ago the Institution led the way in establishing the 
safest basis of insurance valuation. We were one of the pioneers 
of 24 per cent. Apart from the lapse in 1915-20, to which I have 
referred, the 2} per cent. standard has been maintained since 
1891 ; 2} per cent. was adopted at a time when there was @ 
prospect of a fall in the rate of interest below the 4 per cent. 
which had previously prevailed. Seeing, therefore, that the net 
earning capacity of the fund at the present time is lower than it 
has been during the whole of that period, your directors have 
deemed it wise to strengthen still further the basis of valuation. 
We are now adopting a rate of 2} per cent. for all with-profit 
policies, which comprise the bulk of our business, and once again 
taking the lead in a movement towards greater security. 


THE QUESTION OF BONUS 


Last year I expressed the view that wars and bonuses were 
incompatible, an opinion which many hold to be applicable in a 
far more general way. With the explanations I have given it will 
be seen that a moderate bonus in respect of the last triennium 
might have been declared if the experience of 1915 and 1920 had 
not been available as a guide and a warning. While the deferment 
of a bonus decision until the next valuation is undoubtedly in 
the best interest of the members as a whole, it is necessary that 
justice should be done to those whose policies become claims by 
maturity or by death in the meantime. It has therefore been 
decided, until further notice, to pay to such cases interim bonuses 
calculated upon the sums assured, increased by the total of previous 
bonuses attaching to each policy, and dating back to 1939. In 
the general section these interim bonuses will be at the rate of 
20s. and in the temperance section whole life and long term 
endowment assurances will receive 21s. per £100 insured. 


OUR FIRE AND ACCIDENT COMPANY 


The figures for 1941 contain no revenue from our new subsidiary, 
the United Kingdom Fire and Accident Insurance Company, 
Limited. The first year’s accounts, dated April last, disclosed a 
thoroughly satisfactory position, and the board, with the full 
approval of the directors of the Institution, after writing off all 
preliminary expenses, carried the balance of profit to the credit 
of the current year. Present appearances indicate excellent progress 
in the second year, and your directors are satisfied that the founda- 
tions of a powerful and profitable sister concern are being well 
and truly laid by the Rt. Hon. Isaac Foot and his colleagues. 
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SCOTTISH POWER COMPANY, 
LIMITED 


MR WILLIAM SHEARER’S REVIEW 


The thirty-second annual ordinary general meeting of the Scottish 
Power Company, Limited, was held, on 2oth instant, in Edinburgh. 

Mr William Shearer (the chairman) said that he must refer to 
the grievous loss which the directors and the company had sustained 
by the untimely death of their chairman, Mr George Balfour, which 
took place on September 26th last. Possessed of unbounded energy 
and enthusiasm and with a vision which was all too rare in the 
early days of electrical development in this country, he had fore- 
seen in a remarkable manner the potentialities of electricity as 
applied to industrial and domestic purposes. Others there were in 
those early days who had similar faith in the future of this form 
of energy, but with few exceptions they lacked the somewhat 
unique combination of attributes which Geofge Balfour possessed— 
technical skill, a commercial flair and sound financial instinct. 
These, coupled with a dominating personality, commanded and 
deserved success, and success he certainly achieved. 


THE GLEN AFFRIC SCHEME 


Dealing with the Glen Affric Scheme, he said that four years ago 
the late chairman had pointed out that the striking growth in 
development of the demand in the company’s areas of supply was 
rapidly absorbing their existing output capacity, and had emphasised 
the necessity of planning in advance for an additional source of 
supply in the North. His forecast had proved accurate, and it had 
become evident two years ago that, notwithstanding war conditions, 
the company would not be justified in postponing further an applica- 
tion to Parliament for powers to develop additional water resources. 

After describing how the Bill dealing with the matter had been 
rejected by the House of Commons with the promoters’ assent and 
stating that a committee was now sitting to consider the 
practicability and desirability of further developments in the use 
of water-power resources in Scotland, he said that the whole 
question must be regarded as sub judice. 

They heard from time to time, he said, criticism of holding 
companies which, in his view, emanated from ill-informed quarters 
or was set in motion for political purposes. There was, in his 
opinion, no doubt that in the absence of that type of financial 
structure the development of many large areas could not have 
been undertaken or successfully carried out except under special 
legislation involving subsidies from the Government, i.e., the tax- 
payer. 

This company and its subsidiaries furnished an excellent example 
of the benefits which had been obtained from the co-ordination 
and direction provided through the association of a group of under- 
takings with a strong holding company. He could cite many 
instances up and down the country, particularly in widespread 
rural or semi-rural areas, where in his experience high quality of 
management, sound technical planning, intensive development and, 
not least important, financial facilities had only been made avail- 
able by collaboration with a strong and stable holding company 
such as the Scottish Power Company. 


DEBT TO PRIVATE ENTERPRISE 


Some of the critics of holding companies and other forms of 
private enterprise no doubt performed useful and necessary func- 
tions in a cloistered atmosphere within their own spheres of activity 
but had not had the opportunity of going through the hurly-burly 
of building up a large business or of facing the difficulties and 
anxieties inevitably experienced in so doing. The country owed 
much of its great heritage to personal initiative and private 
enterprise. 

The trading profits of the undertakings owned and operated by 
the company, together with miscellaneous receipts, amounted to 
£977,046, and after provision for taxation to £642,265, compared 
with £634,399 in the previous year’s accounts. An aggregate 
amount of £302,030 had been appropriated for depreciation, 
reserves, contingencies, etc., in the operating companies’ accounts. 
Those appropriations were, in their view, adequate. The net 
revenue amounted to £338,925, and the total available was 
£340,234. 

The report and 
for the year of 5} 
making 8 per cent. 


accounts were adopted and a final dividend 
per cent. was declared on the ordinary stock, 
for the year. 
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METROPOLITAN ELECTRIC SUPPLy 
COMPANY, LIMITED 


ALL DEMANDS MET 


The annual general meeting of this company was held, op the 
24th instant, in London, Major H. Richardson, MC, JP (chairman 
and manging director), presiding. 

The chairman, in the course of his speech, after paying a tribute 
to the late chairman, Mr George Balfour, MP, said: Plant has 
been maintained in good order, and I am glad to be able to gy 
that all demands on your company and its subsidiary companies 
have been satisfactorily met, and supply has been fully maintaing 
during the year. 

Interest on debenture stocks, loans and dividend on preferencg 
stock have, of course, been duly paid, and provision has been made 
for depreciation and contingencies, including provision for any war 
damage contributions which may become payable under a scheme 
which is now bejng considered by the Government and the jp. 
dustry. The redemption of the balance of the 7} per cent, extep. 
sion debenture stock (1921) outstanding has now been effected, 

While keeping clearly before us the primary necessity of con. 
tributing every effort towards winning the war, we are not un- 
mindful of the desirability of keeping well in touch with respon- 
sible post-war schemes of reconstruction, and we fully appreciate 
the important part which electricity supply undertakings should 
take in all such future planning. 

It is still necessary that the general public should be informed 
of the particularly valuable work which the company-controlled 
electricity supply undertakings have done in the country. The 
availability of electricity supply in thousands of square miles of 
sparsely populated and rural areas has been almost entirely due to 
the enterprise of the supply companies, and every year (subject 
always, of course, to war conditions) these companies are making 
still greater efforts to take the supply of electricity further afield, 
to the undoubted advantage of the country. 

The report and accounts were unanimously adopted, and a final 
dividend of § per cent., less income-tax, making, with the interim 
dividend already paid, a dividend of 8 per cent., less income-tax, 
for the year was approved. 


LANCASHIRE STEEL CORPORATION 
LIMITED 


DIVIDEND OF 7 PER CENT 


The twelfth ordinary general meeting of the Lancashire Steel 
Corporation, Limited, was held, on the 25th instant, at Warrington. 

Mr John E. James (chairman and managing director) said that 
the board had laid aside £15,000 to the reserve for increased cost 
of plant replacement, while £25,000 had been transferred to general 
reserve. The directors had decided to recommend the payment 
of a dividend of 23 per cent., less tax, on the §} per cent, non- 
cumulative redeemable second preference shares, making 5} per 
cent. for the year, and 7 per cent., less tax, on the “A” and ad 
ordinary shares. 

During the year consideration was given to the policy which it 
might seem desirable for the corporation to follow in relation to 
interim dividends on the second preference shares. Some years ago 
the board decided to discontinue interim dividends on the ordinary 
shares, and following that policy they had now decided to dis- 
continue such dividends on the second preference shares. It would 
be appreciated that that decision in no way affected the dividends 
on the § per cent. cumulative redeemable first preference shares. 

The directors had elected the Rt. Hon, Earl Peel, Mr L. E 
Mather and Mr Geoffrey K. Rylands to seats on the board, For 
some time past the board had considered it desirable to add 
the directorate of their important Lancashire Steel Company one 
or two members representative of industry in the county, and he 
was glad to welcome that day in that capacity Lord Peel and 
Mr Mather. Those gentlemen were, he was sure, well known © 
them all, and the directors looked forward with pleasure to avail- 
ing themselves of the experience they had gained in other branches 
of industry. Mr Geoffrey K. Rylands controlled the works orgatl- 
sation of Rylands Brothers, Limited, one of the large, wholly 
cwned subsidiary companies of the corporation, The board had 
appointed Mr Robert Crichton, CBE, one of the directors whose 
whole time was engaged in the affairs of the corporation, a Vict 
chairman. 

The report was adopted. 
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March 28, 1942 
BRITISH INSULATED CABLES LIMITED 


INCREASED TRADING PROFITS 


The annual general meeting of British Insulated Cables, Limited, 
will be held on April Ist at Liverpool. 

The following statement by the chairman, Sir Alexander Roger, 
was circulated with the report and accounts for the year to 
December 31, 1941:— 

The profit on trading, dividends on investments, etc., after 
making provision for taxation and for contingent reserves adjust- 
ment, amounts to £810,385—an increase of £24,153. The profit, 
as in 1940, is after charging war damage insurance, as although 
this expenditure is a premium payable on our capital assets, it is 
essentially a revenue charge. “Depreciation of fixed assets” 
amounts to £247,324, or £37,702 more than in 1940. Since the 
outbreak of war additional wear and tear has occurred. 

The further: £100,000 transferred to “ war contingencies reserve 
account” brings it up to £300,000. After another year of war, 
in which we have witnessed its extension to practically the whole 
world, it is more than ever necessary to build up a substantial 
“war contingencies reserve account.” It is proposed to pay a 
final dividend of 10 per cent. (less tax) on the ordinary stock, 
making, with the interim already paid, a total of 15 per cent. (less 
tax). A cash bonus of § per cent. (less tax) will also be paid, 


leaving a balance of £478,547—a decrease of £10,152 of the amount 
brought forward from 1940. 


EFFORT TO MAINTAIN PRODUCTION 


The short review I have made gives a wholly inadequate idea 
of the manufacturing activities of the company and the strain and 
effort necessary to maintain production. There is criticism in the 
country that manufacturers and machines are not working to the 
limit, and, if this is so, I wonder whether it is owing to appre- 
hension about post-war conditions. Personally, my interest lies at 
present in current problems and not in post-war plans; but the 
latter cannot be ignored altogether, and boards, managements and 
workers would be lacking in their duty if they did not pay some 
regard to the problem. ; 

There may be instances where some hesitation has been. and 
sul is, displayed by managements to shoulder financial setinninale 
bility for extensions which, while urgently essential for war, cannot 
be described as ordinary financial or trading risks. On the other 
hand, one knows of numerous cases where these risks have already 
been taken, with the result that substantial increase in production 
has been achieved. 

Manufacturers are fully alive to the urgent necessity of meeting 
the country’s needs, and are more than anxious to make the 
maximum contribution to the war effort. But further impetus 
might be given to production by an inspiring statement from the 
Government containing a promise that when victory is won there 
will be awaiting a “ fair deal” not only for labour, which is rightly 
asked and expected to go “all out,” but also for the investing 
= which is also rightly asked and expected to put “all in.” 
mgr must be encouraged by every legitimate means, and 

& that ought to be said, and can be said, to promote pro- 
duction should be left unsaid, and no undertaki hi 
Government can implement at the sai ome a 
i one ee ; . the proper time should be withheld 

ans a greater productive effort can be attained. 


UTMOST CONFIDENCE REQUIRED 


= a a between Government, industrialists and 
Site « cone more urgently required than at the present time. 
ae : g in any direction the war effort is hampered. The 
ae. Poem must be indissolubly linked ; they are 
<i and buttress each other. United and in complete 

y, we can attack or defend with certain success. Separated 


by la : ; 
z ck of confidence or of team work, or any other cause, we can 
Neither. P 


I unhesitatingly ask 
Btatitude for the dev 
interest during a yea 
by our man 
W. Travis. 
to our man 


you to join with me in acknowledging our 
otion to the company’s and to the country’s 
r of heavy work and responsibility displayed 
aging directors—Mr T. H. Martin-Harvey and Mr 
I want you also to send a message of grateful thanks 


= agers, superintendents, foremen and to all our employees. 
€ and all they deserve it. 


THE ECONOMIST 
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BOVRIL, LIMITED 


FINANCIAL POSITION IS SATISFACTORY 


Presiding at the forty-fifth annual general meeting of Bovril, 
Limited, held in London on the 26th instant, the Lord Luke, KBE 
(chairman), said that since the issue of their report they had 
suffered a sad loss in the death of their vice-chairman, the Duke 
of Atholl. 

Turning to the balance-sheet, the freehold and _ leasehold 
properties were £9,544 down. This was due to depreciation, 

Plant, etc., on the other hand, owing to certain additions, and 
after allowing for depreciation, was up to the extent of £9,879. 

The interest in subsidiaries, including indebtedness, at £327,311 
had been increased by some £28,000. 

Investments in associated companies, etc., at £793,399, were up 
£83,438. Three-fourths of this had been due to the purchase of 
National War Bonds. 

Stocks of cattle and raw materials, at £900,907, showed an 
increase of £16,251. This was due to increases in raw material 
and finished stocks, the cattle interest having been down. 

Sundry debtors was one of the few items which had shown a 
considerable change, at £472,542, against £232,982, an increase of 
£239,560. This was due to increases in the amounts owing by 
Estates Control Limited and Argentine Estates of Bovril Limited. 

Sundry creditors and provision for taxation was up by some 
£260,000, a large part of which was an increase in the reserve 
for taxation. 


RESERVE REACHES £1,000,000 


The reserve, at £1,070,000, showed the appropriation added last 
year, and the addition of another £30,000 this year would bring 
it up to £1,100,000. 

In the profit and loss account, the net profit showed £275,628 
as against £263,860 in 1940. Of course, these two figures were 
by no means representative of the actual trading profits of the 
two years, but they were as adjusted after making allowances for 
excess profits tax. 

The excess profits tax standard was, of course, their ceiling, and 
under the present Budget, improvement in their final net profit 
could only show itself if additional capital were employed-in the 
business and raised their standard, or Bovril received larger divi- 
dents from its investments. 

A company’s position as regarding its excess profits tax standard 
was simply a matter of luck. No doubt the standard years selected 
had been in their wisdom wisely chosen by the Inland Revenue 
as years that on the whole would provide the largest possible 
revenue in the scheme of taxation. The years may have suited 
some companies, but certainly, on the whole, they had caught 
many of them at their very worst period. He did not think there 
had ever been any suggestion that EPT was an equitable scheme 
as between various taxpayers, but it was a scheme of taxation 
that had produced a very large revenue and, in quite a few cases, 
had prevented those in what might have been called war industries 
making excessive profits. 

They would have seen from the report that the profits were 
sufficient to provide their usual fixed dividends, £30,000 to reserve 
and 9 per cent. on the Deferred. 


INCREASE ON DEFERRED DIVIDEND 


There had been no class more hardly hit than those who out of 
savings had bought shares that today provided an income after 
deduction of tax of almost half what they had received in 1938, 
and, therefore, the board was very pleased to see its way to 
recommend a small increase on the Deferred dividend. 

The Bovril organisation, which had been built up during all these 
years, showed considerable elasticity at a period like this, not only 
in the production of Bovril, but particularly emergency rations 
and other food products, and by intensive work by day and night, 
etc., their output of all these was at least three times what it had 
been in 1939. The factories were indeed to be complimented on 
their efforts. 

During the period under review, they had taken considerable 
trouble to distribute the supplies of Bovril as evenly as possible 
throughout the country. He believed their friends, the retail trade, 
had been receiving at least as much Bovril as they did on the 
average of 1938/39/40—unless they lived in an area where the 
population had been much reduced. 
The report and accounts were adopted. 
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SCOTTISH POWER COMPANY, 
LIMITED 


MR WILLIAM SHEARER’S REVIEW 


The thirty-second annual ordinary general meeting of the Scottish 
Power Company, Limited, was held, on 2oth instant, in Edinburgh. 

Mr William Shearer (the chairman) said that he must refer to 
the grievous loss which the directors and the company had sustained 
by the untimely death of their chairman, Mr George Balfour, which 
took place on September 26th last. Possessed of unbounded energy 
and enthusiasm and with a vision which was all too rare in the 
early days of electrical development in this country, he had fore- 
seen in a remarkable manner the potentialities of electricity as 
applied to industrial and domestic purposes. Others there were in 
those early days who had similar faith in the future of this form 
of energy, but with few exceptions they lacked the somewhat 
unique combination of attributes which Geofge Balfour possessed— 
technical skill, a commercial flair and sound financial instinct. 
These, coupled with a dominating personality, commanded and 
deserved success, and success he certainly achieved. 


THE GLEN AFFRIC SCHEME 


Dealing with the Glen Affric Scheme, he said that four years ago 
the late chairman had pointed out that the striking growth in 
development of the demand in the company’s areas of supply was 
rapidly absorbing their existing output capacity, and had emphasised 
the necessity of planning in advance for an additional source of 
supply in the North. His forecast had proved accurate, and it had 
become evident two years ago that, notwithstanding war conditions, 
the company would not be justified in postponing further an applica- 
tion to Parliament for powers to develop additional water resources. 

After describing how the Bill dealing with the matter had been 
rejected by the House of Commons with the promoters’ assent and 
stating that a committee was now sitting to consider the 
practicability and desirability of further developments in the use 
of water-power resources in Scotland, he said that the whole 
question must be regarded as sub judice. 

They heard from time to time, he said, criticism of holding 
companies which, in his view, emanated from ill-informed quarters 
or was set in motion for political purposes. There was, in his 
opinion, no doubt that in the absence of that type of financial 
structure the development of many large areas could not have 
been undertaken or successfully carried out except under special 
legislation involving subsidies from the Government, i.e., the tax- 
payer. 

This company and its subsidiaries furnished an excellent example 
of the benefits which had been obtained from the co-ordination 
and direction provided through the association of a group of under- 
takings with a strong holding company. He could cite many 
instances up and down the country, particularly in widespread 
rural or semi-rural areas, where in his experience high quality of 
management, sound technical planning, intensive development and, 
not least important, financial facilities had only been made avail- 
able by collaboration with a strong and stable holding company 
such as the Scottish Power Company. 


DEBT TO PRIVATE ENTERPRISE 


Some of the critics of holding companies and other forms of 
private enterprise no doubt performed useful and necessary func- 
tions in a cloistered atmosphere within their own spheres of activity 
but had not had the opportunity of going through the hurly-burly 
of building up a large business or of facing the difficulties and 
anxieties inevitably experienced in so doing. The country owed 
much of its great heritage to personal initiative and private 
enterprise. 

The trading profits of the undertakings owned and operated by 
the company, together with miscellaneous receipts, amounted to 
£977,046, and after provision for taxation to £642,265, compared 
with £634,399 in the previous year’s accounts. An aggregate 
amount of £302,030 had been appropriated for depreciation, 
reserves, contingencies, etc., in the operating companies’ accounts. 
Those appropriations were, in their view, adequate. The net 
revenue amounted to £338,925, and the total available was 
£340,234. 

The report and accounts were adopted and a final dividend 
for the year of 54 per cent. was declared on the ordinary stock, 
making 8 per cent. for the year. 
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METROPOLITAN ELECTRIC SUPPLy 
COMPANY, LIMITED 


ALL DEMANDS MET 



































































The annual general meeting of this company was held, op the 
24th instant, in London, Major H. Richardson, MC, JP (chairman 
and manging director), presiding. 

The chairman, in the course of his speech, after paying a tribyp 
to the late chairman, Mr George Balfour, MP, said: Plant hy 
been maintained in good order, and I am glad to be able to say 
that all demands on your company and its subsidiary companie, 
have been satisfactorily met, and supply has been fully maintained 
during the year. 

Interest on debenture stocks, loans and dividend on prefereng 
stock have, of course, been duly paid, and provision has been made 
for depreciation and contingencies, including provision for any war 
damage contributions which may become payable under a scheme 
which is now bejng considered by the Government and the ip. 
dustry. The redemption of the balance of the 7} per cent, extep- 
sion debenture stock (1921) outstanding has now been effected, 

While keeping clearly before us the primary necessity of con- 
tributing every effort towards winning the war, we are not u- 
mindful of the desirability of keeping well in touch with respon. 
sible post-war schemes of reconstruction, and we fully appreciate 
the important part which electricity supply undertakings should 
take in all such future planning. 

It is still necessary that the general public should be informed 
of the particularly valuable work which the company-controlled 
electricity supply undertakings have done in the country. The 
availability of electricity supply in thousands of square miles of 
sparsely populated and rural areas has been almost entirely due to 
the enterprise of the supply companies, and every year (subject 
always, of course, to war conditions) these companies are making 
still greater efforts to take the supply of electricity further afield, 
to the undoubted advantage of the country. 

The report and accounts were unanimously adopted, and a final 
dividend of § per cent., less income-tax, making, with the interim 
dividend already paid, a dividend of 8 per cent., less income-tax, 
for the year was approved. 


LANCASHIRE STEEL CORPORATION 
LIMITED 


DIVIDEND OF 7 PER CENT 


The twelfth ordinary general meeting of the Lancashire Steel 
Corporation, Limited, was held, on the 25th instant, at Warrington. 

Mr John E. James (chairman and managing director) said that 
the board had laid aside £15,000 to the reserve for increased cost 
of plant replacement, while £25,000 had been transferred to general 
reserve. The directors had decided to recommend the payment 
of a dividend of 2} per cent., less tax, on the §} per cent, non- 
cumulative redeemable second preference shares, making 5} per 
cent. for the year, and 7 per cent., less tax, on the “A” and “B” 
ordinary shares. 

During the year consideration was given to the policy which it 
might seem desirable for the corporation to follow in relation to 
interim dividends on the second preference shares. Some years ago 
the board decided to discontinue interim dividends on the ordinary 
shares, and following that policy they had now decided to dis- 
continue such dividends on the second preference shares. It would 
be appreciated that that decision in no way affected the dividends 
on the § per cent. cumulative redeemable first preference shares. 

The directors had elected the Rt. Hon, Earl Peel, Mr L. E. 
Mather and Mr Geoffrey K. Rylands to seats on the board. For 
some time past the board had considered it desirable to add 
the directorate of their important Lancashire Steel Company one 
or two members representative of industry in the county, and he 
was glad to welcome that day in that capacity Lord Peel and 
Mr Mather. Those gentlemen were, he was sure, well known t 
them all, and the directors looked forward with pleasure to avail- 
ing themselves of the experience they had gained in other branches 
of industry. Mr Geoffrey K. Rylands controlled the works orgatr 
sation of Rylands Brothers, Limited, one of the large, wholly 
cwned subsidiary companies of the corporation, The board had 
appointed Mr Robert Crichton, CBE, one of the directors whose 
whole time was engaged in the affairs of the corporation, 4 wice- 
chairman. 

The report was adopted. 
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March 28, 1942 
BRITISH INSULATED CABLES LIMITED 
INCREASED TRADING PROFITS 


The annual general meeting of British Insulated Cables, Limited, 
will be held on April 1st at Liverpool. 

The following statement by the chairman, Sir Alexander Roger, 
was circulated with the report and accounts for the year to 
December 31, 1941:— 

The profit on trading, dividends on investments, etc., after 
making provision for taxation and for contingent reserves adjust- 
ment, amounts to £810,385—an increase of £24,153. The profit, 
as in 1940, is after charging war damage insurance, as although 
this expenditure is a premium payable on our capital assets, it is 
essentially a revenue charge. “Depreciation of fixed assets” 
amounts to £247,324, or £37,702 more than in 1940. Since the 
outbreak of war additional wear and tear has occurred. 

The furthea £100,000 transferred to “war contingencies reserve 
account” brings it up to £300,000. After another year of war, 
in which we have witnessed its extension to practically the whole 
world, it is more than ever necessary to build up a substantial 
“war contingencies reserve account.” It is proposed to pay a 
final dividend of 10 per cent. (less tax) on the ordinary stock, 
making, with the interim already paid, a total of 15 per cent. (less 
tax). A cash bonus of § per cent. (less tax) will also be paid, 
leaving a balance of £478,547—a decrease of £10,152 of the amount 
brought forward from 1940. 


EFFORT TO MAINTAIN PRODUCTION 


The short review I have made gives a wholly inadequate idea 
of the manufacturing activities of the company and the strain and 
effort necessary to maintain production. There is criticism in the 
country that manufacturers and machines are not working to the 
limit, and, if this is so, I wonder whether it is owing to appre- 
hension about post-war conditions. Personally, my interest lies at 
present in current problems and not in post-war plans; but the 
latter cannot be ignored altogether, and boards, managements and 
workers would be lacking in their duty if they did not pay some 
regard to the problem. ; 

There may be instances where some hesitation has been. and 
sull is, displayed by managements to shoulder financial seepeuni- 
bility for extensions which, while urgently essential for war, cannot 
be described as ordinary financial or trading risks. On the other 
hand, one knows of numerous cases where these risks have already 
been taken, with the result that substantial increase in production 
has been achieved. 

Manufacturers are fully alive to the urgent necessity of meeting 
the country’s needs, and are more than anxious to make the 


maximum contribution to the war effort. But further impetus 


might be given to production by an inspiring statement from the 
Government containing a promise that when victory is won there 
will be awaiting a “fair deal” not only for labour, which is rightly 
asked and expected to go “all out,” but also for the investing 
Public, which is also rightly asked and expected to put “all in.” 

Production must be encouraged by every legitimate means. and 
nothing that ought to be said, and can be > 
duction should be left unsaid, 
Government can implement 


said, to promote pro- 
and no undertaking which the 


today, if at the proper time should be withheld 
» I by such means a greater productive effort can be attained. 


UTMOST CONFIDENCE REQUIRED 


oo | relay scen between Government, industrialists and 
ai. oe more urgently required than at the present time. 
‘salad @ in any direction the war effort is hampered. The 
—. va and the people must be indissolubly linked ; they are 
; Pendent and buttress each other. United and in complete 
eg can attack or defend with certain success. Separated 
+ of confidence or of team work, or any other cause, we can 
Neither, 
ennieinaty ask you to join with me in acknowledging our 
parla devotion to the company’s and to the country’s 
& a year of heavy work and responsibility displayed 


b 
Martin-Harvey and Mr 


“eg managing directors—Mr T. H. 
* ‘avis. I want you also to send a message of grateful thanks 


to our y i 
: managers, superintendents, foremen and to all our employees. 
ne and all they deserve it. 
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BOVRIL, LIMITED 


FINANCIAL POSITION IS SATISFACTORY 


Presiding at the forty-fifth annual general meeting of Bovril, 
Limited, held in London on the 26th instant, the Lord Luke, KBE 
(chairman), said that since the issue of their report they had 
suffered a sad loss in the death of their vice-chairman, the Duke 
of Atholl. 

Turning to the balance-sheet, the freehold and _ leasehold 
properties were £9,544 down. This was due to depreciation, 

Plant, etc., on the other hand, owing to certain additions, and 
after allowing for depreciation, was up to the extent of £9,879. 

The interest in subsidiaries, including indebtedness, at £327,311 
had been increased by some £28,000. 

Investments in associated companies, etc., at £793,399, were up 
£83,438. Three-fourths of this had been due to the purchase of 
National War Bonds, 

Stocks of cattle and raw materials, at £900,907, showed an 
increase of £16,251. This was due to increases in raw material 
and finished stocks, the cattle interest having been down, 

Sundry debtors was one of the few items which had shown a 
considerable change, at £472,542, against £232,982, an increase of 
£239,560. This was due to increases in the amounts owing by 
Estates Control Limited and Argentine Estates of Bovril Limited. 

Sundry creditors and provision for taxation was up by some 
£260,000, a large part of which was an increase in the reserve 
for taxation. 


RESERVE REACHES £1,000,000 


The reserve, at £1,076,000, showed the appropriation added last 
year, and the addition of another £30,000 this year would bring 
it up to £1,100,000. 

In the profit and loss account, the net profit showed £275,628 
as against £263,860 in 1940. Of course, these two figures were 
by no means representative of the actual trading profits of the 
two years, but they were as adjusted after making allowances for 
excess profits tax, 

The excess profits tax standard was, of course, their ceiling, and 
under the present Budget, improvement in their final net profit 
could only show itself if additional capital were employed-in the 
business and raised their standard, or Bovril received larger divi- 
dents from its investments. 

A company’s position as regarding its excess profits tax standard 
was simply a matter of luck. No doubt the standard years selected 
had been in their wisdom wisely chosen by the Inland Revenue 
as years that on the whole would provide the largest possible 
revenue in the scheme of taxation. The years may have suited 
some companies, but certainly, on the whole, they had caught 
many of them at their very worst period. He did not think there 
had ever been any suggestion that EPT was an equitable scheme 
as between various taxpayers, but it was a scheme of taxation 
that had produced a very large revenue and, in quite a few cases, 
had prevented those in what might have been called war industries 
making excessive profits. 

They would have seen from the report that the profits were 
sufficient to provide their usual fixed dividends, £30,000 to reserve 
and 9 per cent. on the Deferred. 


INCREASE ON DEFERRED DIVIDEND 


There had been no class more hardly hit than those who out of 
savings had bought shares that today provided an income after 
deduction of tax of almost half what they had received in 1938, 
and, therefore, the board was very pleased to see its way to 
recommend a small increase on the Deferred dividend. 

The Bovril organisation, which had been built up during all these 
years, showed considerable elasticity at a period like this, not only 
in the production of Bovril, but particularly emergency rations 
and other food products, and by intensive work by day and night, 
etc., their output of all these was at least three times what it had 
been in 1939. The factories were indeed to be complimented on 
their efforts. 

During the period under review, they had taken considerable 
trouble to distribute the supplies of Bovril as evenly as possible 
throughout the country. He believed their friends, the retail trade, 
had been receiving at least as much Bovril as they did on the 
average of 1938/39/40—unless they lived in an area where the 
population had been much reduced. 
The report and accounts were adopted. 











































































448 


AUTOMATIC TELEPHONE AND 
ELECTRIC COMPANY, LIMITED 


A SATISFACTORY OUTPUT 


The annual general meeting of Automatic Telephone and Electric 
Company, Limited, will be held on rst proximo, at Liverpool. 

The following is an extract from the statement by the chairman, 
Sir Alexander Roger, KCIE, circulated with the report and 
accounts : 

Factory orders and output -reached a satisfactory level. The 
profit on trading, dividends on investments, etc., at £261,548 
compares with £238,052 and is after reserving for EPT, ordinary 
taxation and contingency reserves adjustment. The directors 
recommend transfer of £60,000 to war contingencies and taxation 
reserve, a dividend of 7 per cent. on the ordinary stock (making 
10 per cent. for the year) plus a cash bonus of 2} per cent., both 
subject to tax, and a dividend of 10 per cent. on the deferred 
stock and shares plus a cash bonus of 2} per cent., both subject 
to tax. 

No one in industry wants “concessions,” but it is surely unwise 
to permit excess profits tax to bankrupt factories. An example of 
this possibly happening is to be found in a subsidiary company 
with an EPT “loss” standard. This “loss” must be paid annually 
plus 100 per cent. of profits earned, even if it bankrupts the 
subsidiary. 

I wish also to emphasise the vital need for more and more 
production. This great concern, against strong world competition, 
has multiplied its output six times in the last 20 years. Employees 
of all ranks, male and female, are comfortable and work under as 
eongenial and sympathetic conditions as we can devise. The share- 
holders who have ventured their savings have had safety and a 
reasonable return. All this and all we enjoy—our work, our homes 
and our lives—are at stake on this question of production. Men 
in the field or on the water, however brave, cannot win the war 
without equipment. They must have the war products of the 
factories without stint, and in abundance. This lies more in the 
hands of the people than the Government. 


RUBBER PLANTATIONS INVESTMENT 
TRUST, LIMITED 


PROSPEROUS CAREER INTERRUPTED 


The thirty-third ordinary general meeting of the Rubber Planta- 
tions Investment Trust, Limited, was held, on 25th instant, in 
London, Mr H. J. Welch (the chairman) presiding. 

The following are extracts from the chairman’s address circu- 
lated with the report and accounts: 

During the year there was little change in the total invested, 
which at December 31st last amounted to 3,171,001. The 
valuation as at December 31st last was less than the book cost 
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by £834,644, but against that deficiency can be set general wi 
dividend reserves and the “carry forward,” aggregating £646.14 
in all. 

Our gross income of £173,383 was approximately £16,599 les 
than in the preceding year, and after providing for increased 
taxation and allowing for the interim dividend of 3 per Cent, there 
remains £141,744. Having regard to all the circumstances the 
board has decided, with regret, not to recommend any further 
dividend at present, It is proposed, however, to transfer £45,000 
to dividend equalisation reserve, leaving £96,744 to carry forward 
The board will recommence the payment of dividends as 800n 3 
it considers it would be in your interests to do so. 

I can say little this year of any value as to our future prospecy 
The prosperous career of the Trust has been rudely interrupy 
by the war. It is obvious that we must expect a diminutiog gf 
income this year, although as it will be derived principally from 
dividends paid by companies in respect of the working of last veer 
such diminution is likely to be less in 1942 than in 1943. 

Until the military situation in the Far East becomes mor 
stabilised it is impossible to make any forecast of the quantitis 
of rubber likely to be available during 1942. Fortunately th 
stocks in the Allied countries at the end of 1941, together with th 
quantities afloat to them at that date, should be sufficient to supply 
the essential military and civilian requirements of those countrig 
for well over a year, if vigorous conservation arrangements ae 
promptly undertaken. 

The report was adopted. 





CONSOLIDATED MINES SELECTION 
COMPANY, LIMITED 


The forty-sixth annual general meeting of this company wa 
held, on the 24th instant, in London. 

The following are extracts from the statement by the chairman 
(Mr S. S. Taylor, CMG, DSO) circulated with the report and 
accounts: —Our investments at cost, less amounts written off, 
£736,481, show a slight increase over the corresponding figure d 
the previous year. The market value as at December 31, 194, 
was £1,225,405. 

Our income from interest and dividends was £63,283, which 
is only approximately £1,900 less than last year, while our net 
profit on share dealing was £17,660, as compared with £1,200 in 
the corresponding period. 

Our interest in diamond mining is derived through our hole 
ing of Anglo American Corporation shares, and I would refer 
you to the published dividends of De Beers Consolidated Mines, 
the Consolidated Diamond Mines of South-West Africa, and the 
Premier (Transvaal) Diamond Mining Company as evidence of 
the continued prosperity of that industry. 

Our interests in copper are held through Rhodesian Anglo 
American, and Rhokana Corporation has again been compelled 0 
reduce its dividend, and this reduction was reflected in th 
reduced distribution by Rhodesian Anglo American. 





RECORDS and STATISTICS 


STOCK EXCHANGES 


slight, with interest generally centred on 


of this week, although there was no Come 


London 


Note : all dealings are for cash 
INTEREST in the current week was centred 
largely on the London Warships Week, 
and markets showed few large movements, 
although long-term factors such as the 
impending Budget and the course of the 
war were not without their effect on prices. 
The disbursement of the Canadian moneys 
served to assist business in gilt-edged and 
senior railway stocks. The downward 
tendency in the gilt-edged market, which 
had been in evidence before the week-end, 
was reversed at the reopening, when, on 
moderate demand, Old Consols rose } and 
undated securities enjoyed a small but 
general advance. While the volume of 
business was not maintained the next day, 
price movements were generally upward. 
Activity in the foreign bond market -was 


Brazilian issues, although prices failed to 
continue their advance after the week-end. 
Chilean bonds became weaker on Tuesday 
when the § per cent China loan of 1913 
fell a point. The end of the previous week 
in the home rail market witnessed an 
expansion of demand for the senior stocks 


into the junior issues; _LMS and GW 
ordinary stocks both rising 4. Later, 
however, interest in the latter subsided, 


although GW ordinary gained a further } 
on Tuesday. Steady buying of high- 
yielding preference issues, especially LMS 
4 per cent first preference, continued, but 
failed to affect prices. A small but general 
improvement in the foreign rail market was 
reflected in small but persistent advances 
for Argentine issues, while on Tuesday San 
Paulo ordinary advanced 2 points. Else- 
where, after the dividend disappointment, 
Canadian Pacific showed persistent gains. 

Earlier dullness in the industrial market 
gave way to a better tone in the beginning 


sponding expansion in the volume 
business. Brewery shares fell back on feats 
of further taxation and restrictions in 
coming Budget, but losses were 
recovered in Tuesday’s improvement. Fev 
and narrow price movements reflected tht 
lack of interest in the.motor and aviatot 
group, while heavy industrial  1ssué 
suffered small losses before the week 
although the downward trend was late 
reversed. Cunard issues continue © 
dominate the shipping market, where ! 
advances for Union Castle and other issu 
reflect the generally improved sen 
The small turnover in textile shares 
affected prices, but in contrast to 
sections prices weakened on Tuesday, 
Patons & Baldwins lost y's. Prices of the 
leading chain store issues remained firm ® 
quiet conditions, but tobacco shares, 
falling sharply on fears of curtailed of 
tion, recovered at the reopening, Imps A 
BAT both gaining 3 and Carreras 1e- 










































































Marc 


further 18 
were regis 
recession 
spread m« 
The clo 
» revival 
market, ¥ 
into the ¢ 
the consic 
companies 
priced sh 


nessed 
gained i's 
day Ultre 
jittle buy 


“ FIN 


Food 
retailers 
tickets f 
required 
available 
notice m 
the shop 
able for 
is kept. 
by the J 
copy. 
each mot 

Wover 
assist. de 
obtain tl 
they req 
grammes 
direction 
the quan 
tered clo 
a merch 
individu: 
ending } 
not exce 
woven W 
plier act 
the stanc 
registere’ 
more th 
firm dui 
he must 
utility ¢ 
The Bos 
cases, al 
10 parti 
applicati 
licences 
of -utilit 
represen 
producti 

Expor 
apparel | 
tion ab: 
tions for 
normally 

licensing 

Piece gc 

of cotto 


































































12 


l and 
6.74 


> les 
cased 


tities 
y the 
th the 
supply 
tries 
iS are 


y was 


t and 
n off, 
ure of 


1941, 


which 
r net 
100 in 


March 28, 1942 


fyther rise Of 4 and gy for Imps and BAI 


were registered On Tuesday. Later some 
recession in tobaccos accompanied wide- 
spread moderate gains in other industrials 
The close of the previous week witnessed 
, revival of Cape buying in the kaffii 
“sarket, which continued on a larger scale 
into the current week, Recent comment on 
the considerable liquid resources of certain 

panies gave rise to some buying of low- 
ried shares in the tin market. Similar 

iderations occasioned a search for low- 
riced tea and rubber shares, Business in the 
oi] market was slight, prices moving within 
narrow limits before the previous week-end. 
The early part of the current week wit- 
nessed little change, — although Burmah 
gined 7 at the reopening, while on Tues- 
day Ultramar jumped 3s. 6d. on relatively 
little buying, and Anglo-Iranian advanced ,', 


«“ FINANCIAL NEWS” INDICES 


—. Security Ludice 
otal Corres . 
1942 Bargains Day 
in S.1 1941 30 Ord. | 20 Fixe 
List shares* Int 
War. 19. . 2,841 2,419 74-9 134 
, 20 2,778 2,195 14-9 134 +3 
23 3,472 2,474 14:8 134-4 
24 3,241 3,160 75°] 134-4 
25 3,110 2.410 75 °4 134-4 
* July 1, 1955= 100 t 1928=100 30 Ordinary 
shares, 1942 highest, 81-4 (Jan. 12); lowest, 74-8 
Mar, 23). 20 Fixed Int., 1942; highest 134 
Mar. 17); lowest, 152-2 (Jan. 5 


COMMODITY AND 


Food Price Notices.—From April 7th, 
retailers need not exhibit price posters o1 
tickets for certain foods, and instead are 
required to have a maximum price list 
available for inspection by customers. A 
notice must be displayed prominently in 
the shop stating that such a list is avail- 
able for reference and indicating where it 
iskept. A printed list has been prepared 
by the Ministry of Food, for sale at 6d. a 
copy. Supplement sheets will be issued 
each month to keen the list up to date, 

Woven Wool Utility Cloth.—In order to 
assist designated clothing manufacturers to 
obtain the woven wool utility cloth which 
they require for the execution of their pro- 
grammes, the Board of Trade has made a 
direction dated March 17, 1942, limiting 
the quantity of such cloth which any regis 
tered cloth supplier (i.e., a manufacturer or 
a merchant converter) may supply to any 
individual firm in the restriction period 
ending May 31, 1942. This quantity must 
not exceed 30 per cent of the quantity of 
woven wool cloth which the registered sup- 
plier actually supplied to that firm during 
the standard period. If by March 23rd the 
mgistered supplier had already supplied 
more than this percentage to a_ particular 
frm during the present restriction period 
he must not supply any more woven woo! 
utility cloth to that firm until June 1st 
The Board will issue licences in appropriate 
aes, allowing supplies above 30 per cent 
0 particular designated firms. In general, 
applications from designated firms for such 
licences will not be entertained in respect 
futility cloth of which they hold stocks 
(tpresenting more than ten weeks’ garment 
production. 

Export Control. — Utility cloth and 
apparel may not be exported to any destina- 
ton abroad without licence, and applica- 
tons for permission to export them will not 
normally be entertained. 
Kensing requirements in respect of woven 
piece goods wholly or mainly of cotton or 

cotton and artificial silk are extended to 
‘ver such goods cut to a width of 18 inches 
ot less, whether or not coated, impregnated, 
i any other way treated or operated 
upon, but not including oilskin fabric, 
‘tpeting and machine belting. These pro- 
"sions are made in the Export of Goods 
Control) (No. 13) Order, which came 
to force on March 24th. 

Supp! Control.—- The Minister of 
a? has made the Control of Molasses 

dustrial Alcohol (No. 15) Order, 
942, which comes into operation on March 


joth, and by which the national maximum 


The existing: 
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New York 


DOMESTIC problems and the = generally 
uninspiring war reports kept business on 
Wall Street at a low ebb before the week- 
end, prices fluctuating narrowly without 
trend. A slight improvement in sentiment 
in the early part of the current week 
induced some expansion of turnover, while 
prices became steadier. 


New York Prices 


STANDARD STATISTICS INDICES 
1935-36 = 100 
WEEKLY AVERAGES 
1942 
Mar Mar vi 
Low Hig! 4, il 1s 
Mar. | Jan. | 1942 | 1942 | 1942 
ll 14 
47 Industrial 65-4 75-0 | 69°8 | 65-4 | 66-9 
92 Rails 64°3 71-04) 67-9 | 64°3 64-7 
40 Utilities 59-7c| 67 -4a; 63-9 | 59°8 59-7 
419 Stocks 64-4 | 73-3 | 68-8 | 64-4 | 65-7 
Av. vield* 8 -19°,,|7 65° |7 67% 8 -19%|7 91 
* 50 Con Stocks 4) Jan b) Feb. 4 Mar. 18 


prices of molasses are fixed on a delivered 
basis. Further, in the case of material sold 
in containers and not in bulk, maximum 
prices are now fixed on a basis of gross 
weights including the weight of the molasses 
and the container. The amounts included 
for carriage in the present prices have been 
based on the average cost of delivery. 
Provision is made for reduction in the 
maximum price in cases where sellers take 
delivery at a control depot or at a sugar 
factory. 

London Retail Delivery Scheme.—The 
[ransport Commissioner for the London 
Region has announced that the retail deli- 
very scheme, adopted by London shop- 
keepers to save fuel, vehicles, tyres and 
manpower, will be brought into operation 
on Monday, March 30th. Under this 
scheme, no goods purchased, except bread, 
milk, furniture, coal and medicines, will be 
delivered more than a mile from the shop 
except by pooled vehicles. There will be 
only one delivery a week to each customer, 
except newspaper deliveries, and separate 
calls for orders will be discontinued. The 
scheme applies to deliveries by all forms of 
transport—motor, horse, electric and hand 
vehicles and cycles. 

New Potato Sales.—The Ministry of 
Food has issued an Order prohibiting all 
sales of new potatoes of the 1942 crop, 
including potatoes in the ground. This 
prohibition will remain in force until a 
plan is introduced by the Ministry for 
marketing new potatoes during the early 
weeks of the season, when supplies are 





WORLD SHIPMENTS OF MAIZE AND 
MAIZE MEAL 


Week Fro1 

; Ended Apr. lt 

) quarters Mar Mar. Mar Mar 

7, 14, 15, 14 
1942 1942 1941 194: 
\rgentina 4 2¢ 7,338 1,518 
\t tic America 2,932 1,541 

Source The Corn Trade Ne 


WORLD SHIPMENTS OF WHEAT 
AND FLOUR 


Week Fro 
led ; 
ie End Aug. 1 
0 quarters Mar Mar. Mar Mar 
vs 14, 15, 14 
1942 1942 194] 1942 
\. America 495 603 13,105 | 15,8¢ 
\ itina, Uruguay 265 116 5,972 5.502 
~ / t r? 7 rde \ 


INDUSTRY 
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DalLy AVERAGE OF 50 COMMON STOCKS 








Mar. 12! Mar. 13 Mar. 14, Mar. 16| Mar. 17 | Mar. 1é 
ig 80°5 80-4 81-5 83-4 82:4 
1942 High: 91-2, Jan. 5. Low: 79-8, Mar. 11. 

fotal share dealings: Mar. 19, 270,000 

Mar. 20, 280,000; Mar. 21, 160,000 

Mar. 23, 280,000; Mar. 24, 364,000 

Mar. 25, 316,000. 

* Two-hour session 
Capital 
apital Issues 
Week ending Nominal Con- New 
March 28, 1942 Capital versions Money 
4 ; ; 
Particulars of Government issues appear on page 450 
Including Excluding 
Year? Conversions Conversion 
4 ‘ 

1942 583,651,712 379,649,659 
1941 291,134,301 291,133,301 
Destination (Conversions Excluded) 

Brit. Emp Foreig: 
Yea UIs ex. U.K Countrie 
{ j £ 

1942 379,423,351 199,308 27,000 

194] YSS,584,198 2,549,103 Vil 

Nature of Borrowing (Conv. Excld.) 

Year Deb Pre Ord 

/ ; ‘ 
1942 377,671,312 156,279 1,822,068 
1941 IS8 584,198 8.511 2,180,562 
Includes Government issues to Mar. 17, 1942, only 
Above figures include all new ¢ ipital in whict 


mussion to cde is been granred 


a 
NEWS 

short. Supplies of old potatoes of good 

keeping quality which are now being 

bought by the Ministry will be placed on 

the market during this period. 





‘**THE ECONOMIST" INDEX OF 
WHOLESALE PRICES 


(1927=100 
Mar Aug Mar Mar Ma 
31, 30, 25, 3, 17 
1937*| 1939 | 1941 | 1942 | 1942 
Cereals and Meat 93.0} 66.9] 96.1) 109.2} 109 
Other food 70.4) 61.1) 92.7) 99.5) 99 
Pextiles 74.2) 54.3} 89.8) 93.9) 93 
Minerals eevcce] 113.2 95.4 | 130.0 | 130.7 | 130.7 
Miscellaneous. . 87.0} 77.6} 114.6 | 118.3 | 118.3 
Complete Index 87.2 70.3 104.3 110.3 110.3 
1913100 1779.9 96.8 | 143.5 | 151.8 | Ja1.s 
* Highest level reached 1932-37 re 
‘**THE ECONOMIST” SENSITIVE 
PRICE INDEX 
1935=100) 
Mar. | Mar. | Mar. Mar. Mar. 
19, 20, 23, 24, 25, 
1942 | 1942 | 1942 1942 1942 
Crops 116.1 | 116.1} 116.1 116.1) 115.9 
Raw materials 172.7 | 172.7 | 172.7 | 172.7 | 172.7 
141.6 | 141.6 


Complete index .. 141.6 | 141.6 | 141.5 





Mar. Aug. | Mar. | Fet Mar. 
i & | 25, 25, | 18, 
1937°| 1939 | 1941 | 1942 | 1942 


147.9] 92.2} 109.2/ 116.4| 116.1 


Crops . ; 
Raw materials. .... | 207.3| 122.9] 174.0 | 172.7 | 172.7 
Complete index ... 175.1 | 106.4/ 137.9 141.8 | 141.6 


* Highest level reached during 1932-37 recovery 


VALUE OF WHOLESALE TRADE IN 
TEXTILES IN GREAT BRITAIN 


(1937= 100) 
Tot 
Home | Export 

Index | [Dane 
Irom a 
\Year ag 
1937 f 100 | 100 100 1:0 
1938 | 9 | 82 93 T+ 
1939 105 | 80 103 10 °7 

1940 116 | 83 114 10 
1941 Jar | @ | eo 63 26 °2 
Feb 106 | 68 105 5-4 
1942 Jan | 75 130 7% «| +17-1 
Feb. ' 119 ' 83 117 10-3 


lated by Wholesale Textile Association 
with Bank of England. 





| is includ figures are therefore 

throughout. For annual figures 1935-1940 
ind monthly figures Sept., 1940-Oct., 1941, see Econom 
Nov. 29, 1941. Source: Board of Trade Journa 
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GOVERNMENT RETURNS 
For the week ended March 21, 1942, total 
ordinary revenue was £41,041,000, against 






















































Sweden. Krona (18-159) 16-85-95. Argentina. Pes 
11-45) 16-953-17-13; mail transfers 16 -953-17-15 
Dutch West indies. § Florin (/2-1]) 7-58-62; mai 


transfers 7 -58-64 Portugal. Escudos (110 
99-80-100-20. Panama. $ 4-02-04; mail transfers 
4-02-04}. 


Fixed Rates for Payment at Bank of England for 
tearing Offices.—Spain. Peseta (25 -224) 40-50 (Official 
ite); 46-55 (Voluntary rate). Turkey. Piastres (110 


20. Utaly. 71-25 lire 
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Finance 


FLOATING DEBT 


(£ millions) 


Forward Rates.- 


pm.-par. 


MONEY RATES, LONDON. 


mained t 


Bank 


Sweden. 


Forward rates for 
rem uined unchanged as follows : 


pm.-par, Canada. 4 cent pm.-par 


W iys and 


3 ore pm.-par 


one month have 


-United States. } cen: 
Switzerland. 


3 cents 


The following rates re 


mchanged between Mar. 21st and Mar. 27th 
from 3°, October 26, 1939 


rate, Z 


Discount rates 


(¢ hanged 


Bank Bills, 60 days, 14%; 3 


months 


March 28, 194 



















BANK OF ENGLAND 
RETURNS 








ordinary expenditure of £98,527,000, and aes Roane lrea 
; . inking Ss { be Ss — Advances sury total ‘ Working Gay’ 
issues to sinking funds of £155,000. Thu i Z ces Der Float MARCH 25, 1942 ben 
including sinking fund allocations of ate :, mae ank posits ing : adford 
- — ° el ) o ~o J > tT 2 AI 7 
£11,901,795, the deficit accrued since April der | TP | Depts. Eng: |, ¥,. Deb ISSUE DEPARTMEN' Bristol . 
Ist is £2,617,112,000 against £2,382,461,000 lead \Panks a il 
for the corresponding period a year ago 1941 Notes Issued Govt. Debt 11,0155 HE Leicester 
' Mar. 22 | 845-0 Not available In Circln 755,066,736 Other Govt , hie 
: 22 : Liverpool 
Dec. 13 | 975-0 In Bankg. De ¥ moors 767,1146%; IB Manchester 
. , ' . r mn ‘ 5 partment 25.174.839 Other Secs ‘yh : tle 
ORDINARY AND SELF-BALANCING = a ' 106-316 ul 610-8 ” aly an Newcastle. 
TENU J J : i ¢ ' , = 7 sits 44, Nottingham 
REVENUE AND EXPENDITURE i942 — fh Stefield ... 
‘ 5 t i ilid > ! Al t 1 
Receipts into the | pn 7 or0 { P . - | Issu 780.000 0 Southampton 
Exchequer 24 | 960 | Gold ( \ 7 . 
2 ( ; 12 Towns 
Res (/ thousands ae 31 | 945-0. 1584 4 191-0 9-21 764 4% Bullx at 
. = a April 1, April 1,) Week | Week bet 7 | 930+ Not available | 168s. per oz Dublin®..... 
po lott gy 1940," 1941, "| ended | ended 14 | 915-0 — asi : 
—— to to Mar Mar. 21: 905-0 | ee M 
Mar. 22, Mar.21,) 22, 21, 28 | 905 1612-7) 215-4] 21-7 | 677 452-3 | 80,241.57! 180,241 57 
1941 1942 '| 1941 1942 Mar. 7 | 905+ Not availabk O' 
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Income Tax 756,000) 508,205) 745,059 16,574) 19,082 | BANKING DEPARTMEN1 
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Estate, et j Props.’ Capital 14,553,000 | Govt, 5 182 42743 
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tal Inid. Rev. |1143000} 765,191)1182205, 23,654, 30,982 | Me | Notes wine Balances abr 
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Motor Duties 39.000 37,835 38,153 | Dec. 26 146 750 20 2-30 3] neath 
P.O Net Re Dr | 1942 Reserve raul 
ipts 5 300 5 10 ; 30)5, WO : ‘ a7 7 ) ‘ . mre °C 
ee | foe tee ee | 8 | SS) te! ei le) COMPARATIVE ANALYSIS _BAN 
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Ser 00 ) 64 . ) CERTIFICATES AND 3% AN 4 Other 19:3 23 23:3 @ on 
i” 7,186 1,644 04 129 , ICATES AND 3 ¢ AND 23 otal 191-1 181-7) 190-4 2094 Populatior 
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LONDON ACTIVE SECURITY PRICES AND YIELD 


Allowance is made for net interest accrued, and for redemption for fixed interest stocks and for changes in interim dividends for ordinary stocks, 


Prices, 
Year 1941 


High @ Low 


824 164 
113% 110 
100 983 
1008 983 
103} 1014 
106% 102% 
108% | 104% 
95+ 91} 
100} 97% 
101% 98} 
1163 lllé 
1014 | 100 
102 100 
1003 99 jj 
1003 100 
10] | 10 
1149 110} 
101 1004 
1068 102# 

964 go} 

99} 934 
102 100 
1018 OF 
1058 101 
106 100 
lll 107 
108% +; 106 

938 84} 

99 93 
106 100} 

39% 7 

48 l 

274 1} 

a4 li 

45 2 

Prices 

Year 1942 
Jan. 1 to Mar. 24 
High | Low 

104 ‘ 

12% 93 

464 39 
1134 1084 

52% 494 

20 163 

534 504 

4) 38 

17 144 

71/3 67,6 

6 34 

381 365 
£474 £43} 

27/6 19 

76/- | 72 9 

7% 4ty 
£68 £45 

53/9 50 

89/3 81/6 

6} 5k 

67/- 64 
465 443 

50/- 46/9 

82/3 ) 

25 232 

129 1lé 

863 } 

264 44 

153 : 

148 4 

3% fs 

84 8 
SE 

] : l¢ , 
1824 1727 
155 1524 
150/6 138 

59 546 

77 1/103 

949 80/- 
92/6 797s 
60/9 50.74 





Prices, 
Year 1942 


Jan. 1 to Mar. 24 


High | Low 
834 824 
1124 1llg 
100% | 99% 
100% 99h 
103 1014 
107~ ©1053 
1054 105% 
954 93% 
100 98% 
10lé 99% 
1164 | 114§ 
101% | 9993 
101 100} 
100; 992 
100} 998 
101 100 
1143 112j 
1014 100 
105 | 104% 
97 958 
1003 984 
101 101 
101% 100% 
102 101 
102 100 
109 1074 
1083 1055 
97 934 
99% 99 
1064 105 
993 97} 
54 464 
283 234 
902 834 
13 6) 
f 703 
z 33 
Last two 


Dividends 
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(a) Interim dividend. 
average redemption—end 1960. 


OVERSEAS WEEKLY TRAFFIC RECEIPTS 
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~ (6) Final dividend. 


Name of Security 


British Funds 
Consols 24% 
ae a Me “(after 1957) 
Conv. 2% 1943-45..... 
Conv. ai, 1944-49 
Conv. 3% 1948-53. . 
Conv. 34% (after 1961) 
Conv. 5% 1944-64..... 
\Funding 24% 1956-61... 
Funding 23% 1952-57 
||Funding 3% 1959-69. . 
\Funding 4% 1960-90... 
Nat. Def. 24% 1944-48. 
Nat. Def. 3% 1954-58. . 
{War Bonds 24% 1945-47 
War Bonds 2$% 1946-48 
Savings Bds. 3% 1955-65 
Victory Bonds 4% 
War Loan 3% 1955-59.. 
War Loan 34% aft. 1952. \ 
Local Loans 3%........ \| 
Redemption 3°, 1986-96 
Austria 3% 1935-55....| 
Tt >, See 

Dom. & Col. Govts. 
Australia 5% 1945-75... 


|New Zealand 5% 1946.. 
Nigeria 5% 1950-60..... 


Corporation Stocks 
wa "® 5% 1946-56 
Melis Bias scccesceses 
Liverpool 39 , 1954-64. 
Middlesex 34° ® 1957 62. 
Foreign Governments 
Argentine 44°% Stg. Bds. 
Brazil 5°, Funding 1914 
Chile 6% (1929)...... 
Egypt Unified 4° 


Japan 5$% 1930 
Portuguese 3 
Spanish 4 
\ arne ~ 

Railways 
B.A. Gt. Sthn. Ord. Stk 
Can. Pacific Com. $25 
Great Western Ord. Stk 
G.W. 5°% Cons. Pref. Stk 
L.N.E.R. 4%, Ist Pref. . 
L.M.S. Ord. Stock 


L.MS. 4% Pref. 1923. 
London Transport ‘C’ Stk. 
Southern } 


Def. Stock 
Southern 5°, Pref. Ord 


Banks and Discount 
Alexanders £2, {1 pd 
Bank of Australasia £5 
Bank of England Stock. . 
Bank of Montreal £100. . 
Bank of New Zealand {1 
Barclays Bank ‘B’ {1 .. 
Chartered of India £5 
Hongkong and S. $125. 
Lloyds ‘A’ £5, £1 paid 
ne £1, fully paid... 

. Dis. £24, fully paid 
Na at. foo. £5, £1 paid 
Royal Bank of Scotland 
Union Discount £1 
Westminster /4, {11 


Insurance 
Alliance fl, fully i! aid 
Atlas £5, ae pa 
Gen. Accdt. { 
Lon. & Lancs. 
Pearl £1, fully 
Phoenix ‘1 
Prudential £1‘ 
Royal E xchange ei 
Royal £1, 12/6 pax i 
Sun Life fl, full 


ud. 


Fs 






Investment Trusts 
Debenture Cp, Ord. Stock 
Investment Trst. Def. Stk. 
tees Corp. Ord. Stk. 
U.S. Deb. Cp. Ord. Stock 


rus 


Breweries, &c. 
Bass Ratcliff Ord. {1 
Courage & Co. Ord. {1 
Distillers Co. Ord. {1 
Guinness (Arthur) Ord. {1 
Ind Coope &c. Ord. £1 
Watney Con ibe Def. £1 


(c) Last tw 
(k) Based on redemption 


THE ECONOMIST 


Price Price Yield, Prices, Last two 
r. : r Year 1942 os 
oo — — ‘Jan.1to Mar.24 Dividends 
1942 1942 1942 High | Low (a) (b) (c) 
oO o 
82 {i 8S 3 3 45/9 43 7 6b a 
1124, 1123 310 lls) 49/3 46/6 3a 11} 6 
99; 99, 2 0 3 || 28/4 27 +7hb| +3ha 
99% 994 Bis 2 22/9 18/3 5 b 3a 
101} 101) 214 6 20/8} 14 7 c!| Nile 
1064 106} 3 5 10f,| 22/6 20 +230 4a 
105% 105% 212 3 27,9 25/74 7ea\ 15 b 
93% 93% 218 9 45/6 | 42/1} +4 b t2ha 
99} 99 216 6 46/103, 45/3 124 ¢ 124 ¢ 
100 100 «=| 3.0 Of] 35/08] 31 4a!\ 65 
lle 11 218 2)| 23/7) 22/1 5bb| 2ha 
100 1004 2 9 6k) 17/6 15/53 | 4a 6 b 
101 101 218 0 
99; QQ} 210 € 10/103 7,€ Nil ¢ Nil é 
994 99) 210 4 8/- 644 Nil c Nile 
100 100! 228 6 || 39/1e! 34/14 6b 3Ra 
113% | 1133/3 0 Oj) 36/3 | 31 hai § b 
100} 100} 219 6 26/3 22/9 The Thc 
105? 1054 3 6 Of 
| 96% 964 a 73/9 12 10 & 5 a 
98; 99 3 1 0 22,9 20,9 Tha 124d 
101 101 2 17 10 406 37/6 10 « 10 «¢ 
1014 101} 9 0 83/74 78/44 20 ¢ l7$c 
101 102 4 38/7} 34/6 $ a 5 b 
1014 101 41l ¢ 29 28 340 24a 
108 108 5] 14/7) 12/74 th ¢ 2tec 
31 29/4 440 23a 
10¢ L0e 1 4} 39/9 | 38/1 2a = See 
964 OF >. 40/3 39 3 a 5 b 
99° 99 2 
105 ] ” § 17/3 15 10 «¢ 10 ¢ 
21/3 | 20/14 Tac! The 
983 12 4 11/44 9,6 6 b 4a 
51 3 412 7 14,9 12/44 | 410 c)| ¢8 ¢ 
24 4 26/44 | 24 6 ¢ 3a 
8! RE 414 13/14| 11/44 15 a| 176 
69 65 24a!\ 1246 
33 30 +74! +10 @ 
34 91/3 82/6 20 « 20 « 
Pri¢ Price, Yield 15/1 Nile! Nil< 
Mar. Mar M 98 2 a “ge 
17, 24 »4 28 103 25/3 2a 6 b 
1942 1942 1942 24/6 7 5c 5 « 
20 l NX 5 ¢ 
Ss n ‘ 3 4 c 4 € 
1 N 14,6 t 4b 2a 
414 910 ¢ 32 ) 17, 74? 2$a 
1114 ) + 8i1l 2/14} 9d 6 4a 
51 713 10 20/6 8/103 10 « 3 ¢ 
18 l 19 2 18 9d 5 ¢ 9 ¢ 
52 10 11 
39 é 53/9 36/104 5 ¢ 5 ¢ 
15 lg 54/8 | 27/93 10 2 5 a 
63 56/3 34 44 +23 b +2¢a 
72,6 63/54 5 a 10 b 
10 : + As 54/08 | 42/- 6b! a 
os wsiadl 3 4 3 43/9" 38 10 ¢, 10 ¢ 
‘ = » || 36/103} 30/€ 24 ¢| la 
F464 | £46 | 519 0 wate 42/3 3a| 7b 
a | a > 1 Be) gag) 70/9 |\t1714 c \t14. 
4 taal? 9 9 || 68/6 | 64/9 8b! 2a 
H le 22/9 | 19,9 20 b| 10 a 
| & Pius ole c| 4¢ 
2 52 0} 115/- | 100/- ly a| 15%6 
a * 89 311 9) 33/14) 24/6 || 12 ¢€! 10 ¢ 
Pa é 4 2 Ot 1sy/ig| 13/3 Nilc| 6 ¢ 
S6 ‘ 410 91! 95 22 12ha 124 
= : 31311 |. 636 | 31/3 || 20 5| Nil a 
: : 410 ¢ 33/6 | 30 5 b 3a 
» 68 5# +74.a\ +10 6b 
$443 $40  $2.00c $2.00¢ 
24 312 ¢ 31/3 25 10 ¢ 5 ¢ 
ll 411 3 50/6 39,9 5 a 5 b 
82 4 4 9 | 39/14) 30 20 6| 15 a 
24 4 1 8/|| 98/9 85/74 74a 12$6 
15) 210 Ot|| 22 19/6 6b) ba 
14) 4 6 0|| 65/3 | 58/9 || 1266) ba 
22 2 10 64/44 | 60 34a, 10 b 
8 15 0|| 33 29/44 5 c| 10 « 
84) 4 } 866 80,6 10 a} 10 b 
59 4} ’ 73/1} | 62/6 3}a 8} 
33/- | 28/9 126 > Tha 
{ 47 9 5 » 
169) | 1 psu, or) * oe, 58 
174 174 6 6 SH gg/s 36/14 || 80 ¢| 80 « 
1523 | ian 3 5/9 ' . 
: 4 ; ) (41)6 ¢ Nila 
194) , 42/6 I 93 10 ec We 
o* 74 Nil ¢ 20 ¢ 
145 14 l 40 35 llja 1136 
55/-xd|  ° ( 8} ik 15 a! 15 b 
74/9 1 | 15/6 11/9 5 a 5 b 
86 RE 6 i 6} 6242 6246 
85/6 RE 5 4 Ff 7 6} 5/66 2/6a 
_ 55 > 9 0 44 a Nil Nil 
o year ly dividends (e) Allowing for exchange. ) Flat 


2 at par in 1946. 








(n) Yield on 1.55% basis. 





lose 

Mar. 

Gross Receipts Aggregate Gros 1. Railroads. 17 

4 for Week Receipts Atlantic Coast 244 

$ | Ending Can. Pacifi 42 
> Gt. Nthn. Pt 23% 
es 194 194; N.Y. Cent. Bf 
Pennsylvania 222 
So the tm 16} 

B.A. and Pacih 37 Mar. 14 $1,660,000 85,000 ' 52,442,000 2,519,000 ons 

B.A. Gt. Southern 7 14 $2,895,000 37,000 | 89,430,000 4. 9199].000 . = etc. i 
B.A. Westert $7 l4¢ t957,000 76,000  31,320,00: 4,096,000 \mer Wei a 
Canadian Pac 12 21 $4,579,000 680,000 50,664,000 +- 10,820,000 | eee =o a 
Central Argentine 38 21 $1,660,250 309,150 66,833,650 8,598,950 | Fer ie’ « = 
o Paulo¢Braz 1] 15 £36,875 3.1¢ 377,375 21,057 | ag Ay are 
Sth. Cal. Ed l7¢ 
> Receipts in Ar rgenti ne pesos W. Union Tel 254 

Printec Great Britain by Sr. Cuz EMENTS Press (1940), Lrp., Portugal St., Kingsway, London, W.( 

t Brettenham House, Lancaster Place, London, W.C.2.--Saturday, March 28, 1942. Entered 


(p) vie K worked on a 


| Gas Light & Coke Ord 


March 28, 1942 


7 eK 


urity 


tron, Coal and Steel 
Babcock & Wilcox {1 ... 
Bolsover Colliery Ord. {1 
Brown (John) Ord. 10 
Colvilles Ord. £1... 


| Dorman Long Ord. {1.. 


Guest Keen &c. Ord. {1 
Hadfields Ord. 10/- 
Staveley Coal Ord. £1 


\Stewarts and Lloyds {1 


Swan, Hunter Ord, {1 
United Steel Ord. £1 
Vickers Ord. 10/- 
Textiles 
Bradford Dyers Ord. 41 
British Celanese Ord. 10 
Coats, J. & P. Ord. £1 
Courtaulds Ord. £1 
Lancs. Cotton Corp. {1 
Electrical Manufactg. 
Callenders Cable, &c. {1 
Crompton Park. ‘A’ 5 
English Electric Ord. £1 
General Electric Ord. #1 
Gas and Electricity 
County of London {1 
Edmundsons Ord. {1 
£1 
North-East Electri¢ {1 
Scottish Power Ord. {1 
Yorkshire Electric £1 
Motor and Aircraft 
Austin ‘A’ Ord, 5 
B.S.A. Ord. £1 
Bristol Aeroplane 10 
Fairey Aviation Ord. 10 
Ford Motors Ord, {1 .. 
Hawker Siddeley 5/- 
Lucas (Joseph) Ord, {1 
Morris Motors 5/- Ord 
Rolls-Royce Ord. {1 
Shipping 
Cunard Ord. {1 
Furness, Withy Ord. £1 
P. & O. Def. £1 
Royal Mail Lines Ord 
Union Castle Ord. £1. 
Tea and Rubber 
Allied Sumatra Rbr. {1 
Anglo-Dutch of Java {1 
Jokai (Assam) Tea {1 
London Asiatic Rbr. 2 
Rubber Pitns. Trust {1 
United Serdang Rbr. 2 
Oil 
Anglo-Iranian Ord. {1 
Burmah Oil Ord. £1 
Shell Transport Ord. £1 
Trinidad Leaseholds {1 
Miscellaneous 
Assoc. P. Cement Ord. £1 
Barker (John) Ord. £1 
3o0ts Pure Drug Ord. 5 
British Aluminium {1 
Brit.-Amer. Tobacco {1 
British Oxygen Ord. 41 
British Plaster Board 5. 
Cable & Wir. Hdg. Stk. 
Carreras ‘A’ Ord. £1 ‘ 
Dunlop Rubber Ord. £1 
Elec. & Mus. Ind. 10 
Gestetner (D.) 5 
Harrisons & Cros. Def. {1 
Imperial Chemical Ord. £1 
Imperial Tobacco Ord. {1 
International Nickel n.p. 
Lever & Unilever Ord. {1 
London Brick Ord. {1 
Marks & Spencer ‘A’ 5 
Murex {1 Ord. 
Pinchin Johnson Ord ‘10 - 
Spillers Ord. £1 
late and Lyle Ord. {1 
lriplex Safety Glass 10 
Tube Investments Ord. {1 
Turner & Newall Ord. {1 
United Molasses Ord. 6/8 


£1 


| Woolworth Ord. 5 


Mines 
Ashanti Goldfields Ord. 4 
Burma Corp. Ord. Rs. 9 


Cons. Glds. of S, Af. £1 
De Beers (Def.) £23 
Randiontein Ord. {}.¢ 
Rhokana Corp, Ord. {1 
Roan Antelope Cpr. 5 
Sub Nigel Ord. 10; 
Union Cp. 12/6 fy. pd 


W Witw vatersrand 10/- 


yield. (t) 


» 


Annas per share. 
2% per cent. basis. 


Price, 


NEW YORK PRICES 


Close Close Clos 
Mar. | 3, Commercial Mar. Mai 
24 and Industrial. 17 24 
23% Am. Smelting 39% 39) 
44 Ain. Viscose 234 24 
23% Anaconda 26% 264 
6} | Beth. Steel 618 60} 
22 Briggs 18h 17% 
163 | Celanese of A 18 17} 
Chryslei 539 554 
Distillers Seas 164 16} 
Llé Eastman K 120 1204 
2a | Gen. Ek 24g 248 
25% | Gen. Mot 349-354 
384 | Injand Steel | 67 
17} | Int. Harvest 45 421 
25} Int. Nickel 27-264 
Pr bli hed veekly bv 
na Class M Matte t the New Yortk 


Price, * 
Mar, Mar. = 
17, 24, 4 
1942 1942 194» 
4 « P 
’ 48.9 6 3 
27/¢ 273 13% 
18 6 18 € 8 13 
49/9 ] Ni 
21/9 216 ; 
26/3 = 25/7hxd ; 
43/6 43/14 | i : 
45/9 46/3 | 5 4 
32 31/3xd 6 8 
22/9 22/9 17 0 
16/3 15/9xal 6 9! 
5 8/14 ; 
6/9 6/9 . 
34/¢ 4/45 | 5 6 
32 $2 414 
24/4 5 6 0 
72/¢ 6 ) 
21/9 26 : a 
39/3 89 15 3 
81/é 813 143 
37/6 57 € 45 
28/6 28 ¢ er or 
13/4 13/3 13 8 
30/-xd, 30 413 4 
38/6xd BL 4 4 
39/3 9411/4 | 
) 15/7h | 3 4 
20/¢ 0/6 17 & 
9/9 99 {10 § 
12/9 12/9 16 § 
24/9 24 418 
11/9 12 13 
67/¢ 66101) 4 9 
30 7) 2 i 
) ‘ 4 § 
15/4 : 
42,45 2 8 
26/1 2 » 19 
21/¢ lé 413 
18 ) f 
4/3 16 ( 
‘ 8 14 (14 15 § 
18 ¢ 226 | 817 
10} lid. 21 6 & 
10 i] 5 6 3 
l BET 19 4 
89 [211% 
5 31/104; 9 8 
3941 | 210 ¢ 
68 676 1489 
44/4 43,9 sa 
40 38/9 5§ 33 
32/' 326 1315 
43 43/l4xd! 412 § 
73/9 73/9 318 
67/9 67/6 | 4 83 
22 20/74 | 4.17 
48 504 | 7186 
106/3 105 5 46 
25/6 25/6 | 7163 
13/6 13/6 439 
22/€ 39 15 5 
31/3 ~6 (12 6 
32/3 »3 | 419 
6% 6, | 216 
$40 <40 5 ff 
25/9 25/74 | 6 8 
44 413 417 
33/f 4444/5 2% 
86/3 76 4li$ 
20/9 0/6 | 42 
6L/3 13 |4B 
6) 13 4 8 
3 565 
81 110) 416 
65 639 ; 38% 
28/9 2944 42 
48 12.9 512 
) 4 
} 544 
at He 
] } |6 
$5 /- 5/74 (12 12° 
6 64 47 : 
Si » " o! 
6 be : 
3h 4; | OM 
(j) Yield worked ' 
+ Free of Income Ts 
Close Coe 
Mar. Ma 
1 o 
Int. Paper 1b 
Liggett "My vers 57 8 
Nat. Distillers . 20 a 
Nat. Steel 48 ro 
Phelps Dodge 284 “4 
Proct Gamb! 45 nf 
Sears Roebuck. 4 
Sbell Union I 4 
Std. Oil N.J 5 t 
20th Cen. Fox % 5 
United Drug cit Sh 
U.S. Steel 31 a 
West’ house Fl 1] 4 
Woolwort 
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